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REAL AND MONEY WAGE RATES IN RELATION TO 
UNEMPLOYMENT? 


I 


§ 1. Unt recently no economist doubted that an all-round 
reduction in the rate of money wages might be expected to in- 
crease, and an all-round enhancement to diminish, the volume of 
employment. Of course, this does not mean that, as a matter of 
history, low money wages were thought to go with high, and high 
money wages with low, employment. Everybody knew that in 
depressions money wages and employment were both low, and in 
booms both high. Nor does it mean that cuts in money wage 
rates were thought likely to increase employment, if, at the time 
they were made, further cuts were expected to follow. Just as a 
fall in the price of tea may be accompanied by reduced purchases 
if the price is likely to fall still lower, and a rise in the price by 
increased purchases if a further rise is looked for, so also with 
money wages and employment. If, however, in a given situation, 
money wage rates were reduced in a manner that did not lead to 
expectations of further cuts, it was the general belief among 
economists that employment would be higher than it would other- 
wise have been; and in converse conditions would be lower than 
it would otherwise have been. Of course, when high and low 
money wage rates are spoken of in this connection, what is in 
mind is high or low money wage rates for labour of a given quality ; 
possible reactions of earnings upon efficiency being left out of 
account, 

§ 2. Recently the doctrine that a general reduction in money 
wage rates may be expected to increase the volume of employment 
has been questioned. I do not merely mean that doubts have 
been raised as to what would happen if money wage rates were cut 
during the actual process of a violent collapse, such as that begin- 
ning in 1929. Everybody will agree that at such a time any 


1 This article, though obviously not of a character appropriate to a 
Presidential Address to the Royal Economic Association, is offered in atonement 
for the writer’s failure to produce one. 
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practicable wage cut, even though it did not create an expectation 
of further cuts, would count for little or nothing—a mop to stay 
the seas. But it has been questioned further whether, even when 
the situation has become reasonably stable with a large standing 
volume of unemployment, as, for example, in England between 
1925 and 1929, a general cut in money wage rates—not leading 
to an expectation of further cuts—need benefit employment. 
Two separate issues are raised. First, while it is granted that in 
certain conditions a general cut in the rate of real wages will lead 
to an increase in employment, it is argued that in other conditions 
this need not happen. Secondly, it is argued that, even in con- 
ditions where a cut in the real wage rate would necessarily 
lead to an increase in the quantity of employment, a cut in the 
money rate of wages need not improve employment, because it 
need not—in some formulations will not—entail a cut in the rate 
of real wages. 

§ 3. To attack effectively the problem which these contentions 
raise it is necessary to set up a simplified model. For no advance 
in this field can be made without one. The model here used is 
constituted as follows : First, there is only one sort of labour, and 
this labour is perfectly mobile and is everywhere paid the same rate 
of wage. Secondly, land and fixed capital (i) last for ever, so that 
no element of depreciation enters into prime cost; and (ii) consist 
of things of which it is impossible to make any more. Thirdly, 
of the things that it is possible to make, 7.e. consumption goods, 
each sort has exactly the same period of production; which 
period cannot be altered. Fourthly, for every sort of commodity 
the demand and supply conditions are exactly similar in 
form, so that a lowering of wage rates all round makes no 
difference to the relative values of different things. This 
entails that the proportionate effect of a cut on output and 
employment in all industries must be the same. It also entails 
that the price of the product of any industry, in terms of a com- 
posite commodity made up in due proportions of the products of 
all industries, must remain constant whatever happens to the 
general rate of wages, whether in real or in money terms. This 
model is designed for the investigation of the short-period con- 
sequences of all-round cuts in wage rates. In the two following 
divisions of my article the problem will be examined (i) for 
conditions of perfect competition, (ii) for conditions of monopoly 
—which for the present purpose covers also imperfect competition 
—in each of the several industries. To study long-period con- 
sequences, we have to remove the assumption that the stock of 
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fixed capital equipment cannot be increased. This will be done 
in a brief third section. The discussion throughout is concerned 
with a closed economy. 


II 
PERFECT COMPETITION 


§ 4. In conditions of perfect competition it is necessary for 
equilibrium that marginal prime cost shall be equal in every in- 
dustry to selling price, whether these things be expressed in terms 
of our composite commodity or of money. Of course, it may 
happen that equilibrium is unattainable ; there may not be enough 
labour available to allow output to expand sufficiently to establish 
it. Here, however, I shall ignore that case, and shall postulate 
that, alike before and after a wage cut, there is sufficient labour 
available. In the conditions set out in § 3, if we write w for wage 
rate, p for price, r for interest per production period, x for quantity 
of labour and ¢b(x) for output in any (representative) industry, the 
condition, marginal prime cost equals selling price, may be written 
w(l+r)=p.y'(z). It is apparent, whether w and p are amounts 
of the composite commodity or amounts of money, that, with 2, 
and so #’(x), fixed, a cut in w cannot lead to an increase in r large 
enough to prevent w(1 +r) from decreasing. For, if this were 
not so, we should have to contemplate a 10 per cent. wage cut 
raising an original, say, 5 per cent. rate of interest to over 16 per 
cent. ; which is plainly ridiculous. Hence we are entitled to affirm 
that a cut in w necessarily entails a reduction in the marginal 
prime cost of the quantity of output that is being produced. It follows 
that, ifthat quantity continues to be produced, equilibrium between 
marginal prime cost and price is disrupted unless p. (x) also is 
reduced in an appropriate proportion. 

§ 5. Now, in the conditions we are here supposing, when w and 
p are measured in terms of a composite commodity, we have 
already seen that p has the same value whatever happens to w. 
Hence, unless the quantity of output, and so the quantity of 
employment, is altered in such wise that ’(x) falls, equilibrium 
after the wage cut is not attained. But equilibrium must be 
attained. Therefore, when w is cut, x must change in such wise 
that ’(x) falls. Under perfect competition, however, for every 
industry (x) is negative. For, if it is positive, this implies 
that, in the representative firm, a horizontal demand curve cuts 
a downward sloping marginal cost curve,' 7.e. that the demand 


1 For marginal cost in terms of labour is the reciprocal of marginal product, 
i.e. of 


EE2 


| 


408 THE ECONOMIC JOURNAL [SEPT. 


curve lies below the marginal cost curve to the left of the point 
of intersection; which gives a position of unstable equilibrium.* 
Hence, when w is decreased, x must be increased. In other 
words, when the real rate of wage is cut, the volume of employ- 
ment must expand. 

§ 6. When w and p are measured in terms of money—when, 
that is to say, we are investigating the consequences of a cut, not in 
real, but in money wage rates—our problem can no longer be solved 
in this simple and straightforward way. For the essential fact 
upon which the foregoing solution depended was that p remains 
unaltered whatever happens to w. In our present problem p is 
not bound in this way. It is equal to total money income divided 
by n(x), where n is the number of (equal scale) industries in 
existence. For total money income divided by n write J. Then 


and our equation becomes w(1 + = (x). 


Now, if the banking system chooses, it plainly has the power so to 
regulate the rate of interest charged on loans, and so to control 
the amount of loans that it keeps outstanding at the chosen rate, 


w(l 


as to compel a to remain constant when w falls, or to 


increase when this happens, or to decrease. It is, therefore, im- 
possible to say in a general way what will happen to ¢’(x) or to x in 
consequence of a cut in w. If nothing is known about banking 
policy, anything may happen. The argument can only proceed 
on the basis of some assumptions as to what banking policy is going 
to be. 

§ 7. The assumptions which I shall make, assumptions proper 
to what one may call normal banking policy, are two in number : 
(i) that the quantity of money which the banking system allows 
to be outstanding is a function of the rate of interest, in such wise 
that it is larger (through the granting of more loans) at any higher 
than at any lower rate of interest; (ii) that, at the rate ruling, the 
banking system allows that quantity of money to be outstanding 
which at that rate the public desires to hold, 2.e. that it does not 

1 A limiting case is conceivable in which the marginal cost curve is a 
horizontal line coincident with the demand curve. Equilibrium is then, not 
stable, but neutral. This case might arise if, in the initial situation, there was 
a good deal of equipment, as well as of labour, unemployed, so that, when more 
men were set to work, an appropriate amount of machinery to co-operate with 
them was set to work too. If the initial situation is of this kind, a cut in the 
real rate of wage must cause employment to expand beyond the end of the 
neutral range ;—to go on expanding till the marginal cost curve has for some 


distance been turned upwards. For until this has happened, it necessarily lies 
below the demand curve. 
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restrict loans otherwise (e.g. by rationing) than through the rate 
of interest. On these assumptions it is plain that in any equili- 
brium situation 7 must be equal to the rate at which the representa- 
tive member of the public discounts—over the period of production 
—future money income. For otherwise the banks would be willing 
to lend more than at the ruling rate the public were willing to 
borrow—including, of course, borrowings for consumption—or 
the public would be willing to borrow, e.g. for financing an accumu- 
lation of stocks, more than the banks were offering to lend; 
and either of these forms of disequilibrium would set in motion 
forces making for adjustment. Now, the rate at which people 
discount future money income depends on the rate at which they 
discount future satisfactions, coupled with the expected relation 
between (1) future and present real income and (2) future and 
present prices. If we write p for the rate of discounting future 
satisfactions, the rate of discounting future real income will be 
greater than p if future real income is expected to be greater than 
present real income; and the rate of discounting future money 
income will be greater than the rate of discounting future real 
income if future prices are expected to be higher than present 
prices. For our purpose, however, these things do not matter. 
For the situation as regards expectations, except in cases when a 
wage cut breeds expectations of further cuts—and those cases 
we are expressly excluding (cf. § 1)—will not be different, so long 
as employment and real income are unaltered, after a wage cut from 
what it was before. But neither, so long as employment, and, 
therefore, real income is unaltered, can p be any different. It 
follows that the public’s rate of discounting future money income, 
and therefore 7, the rate of interest charged by the banks—pro- 
vided that x is not changed—must be the same after the wage cut 
as it was before. 

§ 8. Now, money income nl is equal to the quantity of money 
in existence M, multiplied by the income velocity of money 
V,t.e.to MV. The income velocity of money is partly dependent 
on r; in such wise that it is greater, the greater is r; for the 
higher the rate of interest, the more frequently people will seek 
to turn over their money balances, or, what comes to the same 
thing, the smaller the average real balances that they will wish 
to holdin the form of money. But V is also partly dependent on 
the way in which income is distributed between wage-earners 
and non-wage-earners. For non-wage-earners, since they usually 
receive their income at longer intervals than wage-earners, need, 
on the average, to keep larger balances relatively to their income. 


g 
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Thus, in general, the larger the share of income accruing to non- 

wage-earners, the smaller V is likely to be. Thus we may write 

; where is positive and is negative. But 
wx 

we have seen that, when w is reduced, provided that x is un- 

changed, r must be unchanged. Further, when x is unchanged, 

the proportion of income enjoyed by wage-earners, namely 


= is unchanged. Further, in accordance with the first 


assumption of § 7, since r is unchanged, M is unchanged. It 
follows that MV—that is to say, total money income—is un- 
changed. The inference is that, when w is reduced in conditions 
where x is fixed, price cannot be reduced, but marginal prime 
cost is reduced. In the new situation, therefore, marginal prime 
cost is not equal to, but is necessarily less than price. 

§ 9. This entails that, with employment and output unchanged, 
the new situation after the wage cut is not an equilibrium one; 
but that entrepreneurs are making a special and abnormal profit. 
It follows at once that, provided there are more men available 
for employment, when money wage rates are cut, some of 
them will be engaged; and, provided there are enough of them, 
such a number will be engaged that the disequilibrium, which 
the wage cut threatened, will disappear, and the condition, 
marginal prime cost equals price, will be satisfied in the new 
situation, just as it was in the initial one. Apart from a possible 
limiting case of neutral equilibrium, corresponding to that 
mentioned in the footnote to § 5, the fall in money wage rates 
always carries with it, and, in a sense, may be said to act on 
employment through, a fall in the real wage rate. 

§ 10. Precisely how many men will be called into work in the 
new situation, and what will happen to the rate of interest and the 
volume of money income depend, of course, on the detailed 
circumstances.2, These matters cannot be discussed here. One 
point, however, should be made. It may well be that immediately 

1 In an open economy, when one country only reduces the money rate of 
wages, the rate of interest is prevented from falling, and the price level is 
maintained, by the pressure of international trade and finance. The conclusion 
of the text can, therefore, be established by a much simpler argument than the 

bove. 
. °: “The fact that historically low levels of money wage rates have usually been 
associated with low levels of money interest is, of course, irrelevant to the 
question discussed in the text, how a wage cut will affect the rate of interest. 


For in the historical movement the wage position and the interest position have 
usually been the joint effect of an overruling common cause. 
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after a wage cut the rate of interest falls alike below its original 
level and below the level proper to it when the new (short- 
period) equilibrium situation is attained. This may seem at first 
sight to confirm the view sometimes put forward, that a cut in 
money wage rates can only increase employment if and in so far 
as it causes a reduction in the money rate of interest; so that the 
same result could be secured more simply by reducing the money 
rate of interest and leaving the money rate of wages alone. A 
moment’s reflection shows, however, that there is confusion 
here. Ifthe money rate of interest is reduced by bank action, 
and the amount of bank loans put at whatever amount the 
public at the new rate desires to take up, the volume of employ- 
ment will, no doubt, be increased for so long as this banking 
policy is maintained. But, if the money rate of wage is not 
reduced, when bankers return to their original practice, employ- 
ment will also return to what it was originally; whereas, if the 
money rate of wages is reduced, after a temporary fall in the 
money rate of interest, we shall have employment standing 
permanently above the original level. Thus the two processes 
are entirely different. It is true that a cut in money wages may 
operate on employment “through ” the rate of interest, in the 
sense that, as a step towards the new equilibrium, the money rate 
of interest falls temporarily. It is not true that it operates 
“through ”’ the money rate of interest, in the sense that, if the 
same temporary cut in that rate were made and money wage was 
not reduced, employment would be affected to the same extent 
and for the same period as it is under a money wage cut. There 
are a number of alternative devices for stimulating employment, 
among which a manipulation of banking policy is one. I am not 
here concerned with the comparative merits of different devices. 
It is enough for my purpose to show that a money wage cut is 
not simply a piece of ritual that enables the real cause of 
employment expansion—a fall in the rate of money interest— 
to take effect. 


III 
MonopoLty AND IMPERFECT COMPETITION 


$11. In this division down to § 20 I shall investigate the 
effects on employment of a reduction in the real rate of wages in 
conditions of monopoly or imperfect competition. Mr. Harrod, 
while agreeing that under perfect competition a cut in real wage 
rates must increase employment, has suggested that in conditions 
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of monopoly it may not—he does not say will not—do this. His 
argument, while in essence of great interest, is, I think, somewhat 
defective in form.1 In this paper, therefore, in preference to 
undertaking a detailed criticism of it, I shall, with Mr. Harrod’s 
standpoint in mind, attack directly the issues that he raises. 

§ 12. Conditions of monopoly differ from conditions of perfect 
competition in two respects. First, for equilibrium the real wage 
rate is not equal to the discounted value of the marginal product 
of labour in the representative industry, or, in other words, mar- 
ginal cost is not equal to price. Secondly, with a given real wage 
rate marginal cost need not be, though, of course, it may be, rising 
for increases of output in the equilibrium situation. These two 
facts entail complications that are not present in conditions of 
perfect competition, and make necessary a more elaborate method 
of attack. As with perfect competition, so also here, we are 
concerned to determine the relation between the quantity of 
employment before a general wage cut has taken place and the 
quantity in the new short period equilibrium situation after 
a cut has been made and employment has been adjusted to that 
fact. 

§ 13. Our first task is to decide in what, if any, conditions, 
when the real rate of wage is cut, equilibrium is maintained with 
the same quantity of employment, and so of output, as before. 
Plainly this will happen if in each (representative) industry output 
would be unchanged, provided that in all the other industries output 
is unchanged. For in these conditions nothing will have happened 
to disturb equilibrium in any part of our system of similar indus- 


1 Economic JourNAL, March 1934, pp. 19 et seg. Thus, in one place he 
appears to assume (loc. cit., p. 27, first completed paragraph) that a situation is 
possible in which the demand curve for a firm’s product is cutting the curves 
of average and marginal costs in such a way that, to the left of the points of 
intersection, it lies below these curves. It is only on this assumption that the 
paragraph cited is, as it seems to me, correct. In such a situation a lowering of 
the rate of real wage would move the points of intersection between the demand 
curve and the two cost curves to the left, i.e. would entail a reduction in output 
and employment. But a situation of the kind contemplated is one of unstable 
equilibrium, and, therefore, impossible. I suggest that the second sentence in 
the paragraph cited ought to run: ‘“‘it follows that the marginal cost, when the 
wage rate is given, that is consistent with an equilibrium with a higher volume 
of wage goods output would probably be higher than or equal to, and not lower 
than that appropriate to a lower volume.” The italicised words above replace 
the word “‘ wage”’ in Mr. Harrod’s sentence. When the substitution is made, 
it is obvious that the remainder of the paragraph does not follow. Again, in 
the second (complete) paragraph on p. 28, Mr. Harrod speaks of a demand curve 
being rendered ‘‘ less elastic,’ without specifying any reference point or line 
through which the new and the old curves are supposed to pass, thus leaving 
their relative positions undefined. 
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tries. Now, provided that output in all the other industries is 
unchanged, the real demand curve for the product of the particular 
representative industry that we are studying, which comes into 
being after the wage cut, must coincide with the original demand 
curve in respect of the price (in terms of the composite commodity) 
that ruled before the cut. For, the output of the other industries 
being unchanged, they necessarily buy the same amount of the 
product of this industry as they used to do, so long as its price 
is not altered. But, though the new demand curve is bound to 
coincide with the old one at this one point, it need not coincide with 
it at other points. The wage cut everywhere has entailed a transfer 
of real income from wage-earners to other people, and this may have 
caused the demand curve for the product of our particular industry 
to assume a new shape. Our problem is to determine what sort 
of alteration the shape of the demand curve must have undergone 
in order that in our particular industry after the wage cut output 
may be the same as it was before. 

§ 14. Let us write 7, for the elasticity of demand for product 
in the representative industry in respect of the original price p, 
(in terms of the composite commodity) before the wage cut, and 72 
for the corresponding elasticity after the wage cut in respect of the 
then price p,—which, of course, unless output is unchanged, is 
different from p,. For convenience, following Marshall, let us so 
define elasticity that », and 7, are positive quantities. Then, 
adopting a different formulation from that used in the preceding 
Part of this article, write wF(x,) for the total (short period) cost of 
producing x, units of output before the wage cut, and mwF(x2) for 
the corresponding total cost of producing 2, units after it. We 
then have, by a familiar proposition in the theory of monopoly, 


In order that output may be the same after the wage cut as before, 


X_ must be equal to 2, and p, to p,. It follows that m(1 - =) 
1 


must be equal to (1 — =). This is the condition we require. 
It implies that the elasticity of the new demand curve in respect 


of the original price must differ from that of the old demand curve 
in respect of that price in a certain critical degree. 


a 
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To determine what this degree is, write 7. = (yn, + &). 
Then the condition for x, to be equal to x, is that 


5) 


— 1)(m — 1) 

— m) +m 
We are given that m < 1 and positive. Further, the mainte- 
nance of equilibrium under monopoly requires 7 to be greater than 


This is equivalent to the condition k = 


unity. For otherwise the equality p( 1 — ;) = F'(x) is impos- 


sible; and there is no position of maximum except with negative 
prices. It follows that the above expression for k is negative; 
so that k measures a deficiency in 72 below 7. 

§ 15. From the condition for x, to be equal to 2, when the real 
wage rate is cut and the output in other industries is unaltered, 
the condition for x, to be greater or less than 2, in like circum- 
stances can be immediately inferred. If 7, falls short of 7, in 
more than this critical degree entrepreneurs earn less after the wage 
cut when the original price and output are maintained than they 
would do if price were raised and output reduced. If y, either 
exceeds 7, or falls short of it in less than the critical degree, they 
earn less than they would do if price were reduced and output 
expanded. If this is not obvious, it can be proved as follows. 
Write ¢(x) for the demand curve which in the new situation would 
entail an output equal to the original output. Then, with output 
x the monopoly revenue is {x¢(~) — mF (x)}. Let X be the output 
which makes this a maximum. Then X is given by the equation 
d(X) + Xd'(X) — mF'(X) = 0. Now draw another curve 
intersecting this demand curve at the point where the vertical line 
measuring demand price has a length ¢(X). For this new curve 
write (xz). The monopoly revenue obtained under it when X is 
being produced is then {X4(X)—mF(X)}. The first differential of 
this is {p(X) + X’(X) — mF’(X)}. Since p(X) = ¢(X), this 
expression is less or greater than {¢(X) + X¢'(X) — mF’(X)} 
according as %’(X) is < or > ¢'(X). Therefore it is negative 
or positive according as 7’(X) is < or > ¢'(X). But, according 
as it is negative or positive, in order that monopoly revenue may 
be maximised, output must be reduced below or raised above X. 
It follows that, if the new demand curve that actually comes into 
existence is more steeply inclined, in respect of the original price, 
then the critically inclined demand curve, output, and so employ- 
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ment, in our industry will be reduced; in the latter it will be 
expanded. 


For readers who like diagrams the argument can be illustrated very simply 
by means of a straight-line figure. Let D,D, be the original demand curve and 
S,S, the original average (not marginal) cost curve. The original monopoly 
price is then RM, where R is so situated that D,R = RP. The average cost 
curve, in consequence of a wage cut, falls throughout by one-third of its height 
to S,S,. The demand curve changes to a new curve, still passing through R, 


D, 


10) M 
but inclined at a different angle. It is then obvious that the new monopoly 
price will be smaller, or larger, and the new output larger, or smaller, than the old 
according as the inclination of D,D, is such that its point of intersection Q with 
S,S, lies to the right or to the left of P, the point of intersection of D,D, 
and S,S,. 

§ 16. This is, of course, not the end of the story. If the 
elasticity of the new demand curve in respect of the original price 
differs from that of the old one in exactly the critical degree, so 
that there is no tendency for output in our particular (representa- 
tive) industry to alter so long as output in the other industries 
does not alter, there is, as we saw at the beginning of § 13, no ten- 
dency towards change anywhere; and there is nothing further 
to be said. But if, with the output of the other industries fixed, 
output in our particular industry would expand or contract, which 
implies, of course, that the price of its products, in terms of the 
composite commodity, would fall or rise, the case is quite other- 
wise. For in these conditions output in other industries also— 
we are, it will be remembered, assuming all industries to be similar 
and similarly situated—will expand or contract. The situation 
we have been contemplating in our particular industry is not, 
therefore, an equilibrium situation. Further changes must take 


D, | 
D, 
Q 
D, 
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place, in consequence of the expansion, in the output of the other 
industries, which plainly affect the position of the demand curve 
for the product of our particular industry. Plainly also, for the 
system to be restored to equilibrium, the price, in terms of the 
composite commodity, of the product of our particular industry 
must become once more identical with what it was before the wage 
cut was made. What are the implications of this ? 

§ 17. If, apart from the effects of altered output in the other 
industries, our particular (representative) industry would expand, 
this implies, since all industries are similar, that the others must 
expand also in like proportion. This implies that the demand 
curve for the product of our particular industry, as constituted 
immediately after the wage cut, swings upwards in the same pro- 
portion throughout. For, the total output of the other industries 
being increased by, say, 10 per cent., the price (in composite 
commodity) offered for any given quantity of our particular 
commodity must be increased by 10 per cent. As the demand 
curve swings upwards in this way, the quantity demanded at any 
given price becomes larger, and the rate at which the quautity 
demanded changes decreases relatively to the rate at which the 
price changes. But elasticity of demand 


Rate of change of quantity Price 
Rate of change of price quantity’ 


It follows that, in respect of any given price, as the demand curve 
swings upwards, the elasticity of demand diminishes.1_ Write 
n3 for the elasticity of demand in respect of the original price p, 
when output has been expanded sufficiently to bring the whole 
system into a new equilibrium; and x; for the then output. We 


now have = (xs). 
3 


Before the wage cut took place we had = wi" (zx,). 
1 


Hence = 


Now, prima facie it might be thought that there need not be any 
value of x, for which this equality will hold, and, therefore, that 


1 There is, of course, no inconsistency between this result and the familiar 
proposition that an equi-proportional upward swing of the demand curve leaves 
the elasticity of demand in respect of any given quantity unchanged. Anyone 
who is unused to considerations of this class can easily get the hang of them 
by drawing a diagram. 


| 
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equilibrium may be unobtainable. But this isnot so. As 2, gets 
larger y3 continuously diminishes towards its limit, which, as we 
saw in § 14 is 1, so that 


continuously approaches O as the limit. If it were possible for 
falling marginal costs in our industry to prevail, no matter how 


large an expansion of output took place, rey might also con- 
1 


tinuously approach O as a limit, and equilibrium might be unob- 
tainable except with an infinite output. But, of course, in fact, 
since—for our present short-period problem—the stock of fixed 
equipment is taken as fixed, though F’’ may be negative over a 
certain range, it is bound to become positive long before 2s 
becomes infinite. It follows that the required equality will 
be attained, and a final short-period equilibrium established with 
some finite value of z,. Plainly, the sooner and the more rapidly 
marginal cost rises, the smaller the level of output and employment 
proper to this equilibrium will be. If, apart from the effect of 
altered output in other industries, our particular (representative) 
industry would contract, contraction in this case, as expansion in 
the contrary case, has to be carried a second stage before final 
short-period equilibrium is attained. It is theoretically conceiv- 
able that equilibrium would only be attained with nil output and 
nil employment! This, however, need not be taken too seriously. 
What is important is that, if conditions are such that in our repre- 
sentative industry a wage cut would cause output to expand apart 
from the effect of expansions in other industries on demand, then, 
when these effects are brought into account, the expansion will be 
a fortiori; and similarly for contractions. The crucial question, 
therefore, always is how in the representative industry the elas- 
ticity of the new demand curve in respect of the original price is 
affected by the wage cut apart from reactions via the output of the 
other industries; more precisely whether 7, does or does not fall 
short of 7, in more than the critical degree. If it does not, but 
only if it does not, a general wage cut leads to a new equilibrium 
in which output and employment all round are larger than 
before. 

§ 18. A word should be said here about this critical degree in 
its statistical aspect. If the original real wage rate is w and the 


Ging) 
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new one mw, the difference, (y, — 7), has been shown above to 
— 1)(m — 1) 


be equal to the negative quantity 


m(1 — +m 

If we suppose the wage cut to be 10 per cent., this becomes: 
m(m — 1) 107, 

— and », becomes 

+9 m +9 

When therefore 7, =1, 1 =1: a difference of 0 per cent. 
” ” 1 = 2} ” ” 16 ” ” 
” = 4, Ne = ” ” 23 ” ” 


is infinite, = 10. 


With a wage cut of much less than 10 per cent.—say 1 per cent.— 
the extent to which 7, lies below 7, is, of course, also much less. 
Thus with y, = 10, yn, = not 5,°,, but 9,4°,. With wage cuts 
of substantial size, however, provided that the original elasticity 

of demand is large, the proportionate lapse of 7, below 7, that is © 
necessary to prevent employment from expanding is also large. 
Thus, with a wage cut of 50 per cent., in order that employment 


may not increase, 7, must be < = a. “ i) This implies that, 
1 
however large 7, is, yn, cannot be greater than 2. 

§ 19. Is it, then, to be expected that, apart from the effects of 
changes in the output of other industries, the elasticity of demand 
for the product of our representative industry, in respect of the 
original price, will be reduced in consequence of a general wage cut 
in as much as or more than the critical degree? Before the quan- 
tity of output and employment is altered, real income is transferred 
to the extent of the wage cut from wage-earners to non-wage- 
earners. ‘This transfer is the only change that has taken place, 
and, therefore, it is only through it that the elasticity of demand 
can be affected. Mr. Harrod suggests that “ there are some general 
grounds for supposing that a decrease in elasticity would occur.”’! 
For a transfer of demand over real income from wage-earners to 
non-wage-earners means a transfer from less to more well-to-do 
people, and the latter, he thinks, have, in general, less elastic 
representative demands. Jf they have less elastic demands, this, 
as is easily proved algebraically, is correct, and the only question, 
therefore, is whether, in fact, better-to-do people have less elastic 
representative demands than poor people. Mr. Harrod, in his 
book on the T'rade Cycle, maintains that “‘ as individuals become 

1 Economic JOURNAL, p. 28. 
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more affluent, their sensitiveness to price differences diminishes ”’ ! 
His argument is: ‘‘ As the utility of commodities consumed 
on the margin declines, as the pressure exerted by a short- 
age of funds on all purchases is relaxed, the troubles of adjust- 
ment loom larger. It becomes more sensible to follow the line 
of least resistance at the cost of wastage, since the marginal 
pleasures forgone in consequence of it are of less absolute impor- 
tance and therefore more likely to be inadequate to compensate for 
the trouble of avoiding waste.”! The ice here is thin, the atmo- 
sphere very tenuous. I doubt that Mr. Harrod’s argument is 
adequate. For, while it is true that rich men pay less attention 
to small price differences than poor men do, they also spend a much 
larger proportion of their income on goods that satisfy less urgent 
wants, and the demand for which is notoriously more elastic than 
the demand for necessaries.2_ The reason for this greater elasticity 
is, of course, that the demand for superfluities is less specialised 
than the demand for necessaries. If a man is only able to afford 
two shirts and two pairs of pyjamas, it will need a large propor- 
tionate shift in relative prices to change the direction of his 
demand. But, if he can afford a dozen of each, quite a small 
proportionate shift in relative prices may suffice to change it.® 

§ 20. Mr. Harrod’s thesis, that the transfer of real income 
from worse-to-do to better-to-do persons, immediately conse- 
quent on a wage cut, will bring about a decrease in the elasticity 
of representative demands, is thus highly insecure. Moreover, 
as we have seen, even if it is correct, it is not of itself sufficient 
to establish his inference. If under conditions of monopoly or 
imperfect competition a wage cut of substantial size is not to 
increase employment, and if, as is reasonable, we postulate that 
in the initial situation the elasticity of a representative demand 
curve was not very small, the transfer of command over real 


1 Loe. cit., p. 21. 

2 With imperfect competition a man’s demand for a commodity from the 
firm with which he is accustomed to deal is less elastic if he is unwilling to 
change his firm, than if he does this readily; but it may, none the less, be 
absolutely very elastic. Thus write p for the price charged by the firm, 4(p) 
for his purchases at that price, and ’(p) for the rate at which he will shift his 
purchases to other firms, if his firm’s price rises, but the prices of other firms 
do not. Then the elasticity of his demand at price p directed to his firm is 


= 0. 

3 It would be wrong to appeal to the fact that the demand for luxuries is 
more variable than that for necessaries. For this fact shows that the demand 
curves for luxuries are more liable to move up or down; not that in any given 
position they are inclined less steeply. 


If ¢’ is (numerically) large, this quantity will be large even though 
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income from wage-earners to non-wage-earners must bring about, 
not merely some, but a considerable proportionate reduction in 
that elasticity. Mr. Harrod gives no reason for believing that 
this more stringent condition is satisfied. I conclude, therefore, 
that what is certain under perfect competition is probable also 
under monopoly and imperfect competition—namely, that the 
volume of employment will not be diminished or left unchanged 
in consequence of a cut in the real wage-rate—at all events of 
substantial size—but will be increased. 

§ 21. We now turn to the consequences, in conditions of 
monopoly, of cuts in money wage rates. For the purpose of this 
problem, I take the conclusion reached about cuts in real wage 
rates as established. In order, then, to show that a cut in the 
money wage rate will expand employment, it is necessary and 
sufficient to show that a cut in the money wage rate will entail 
a cut in the real wage rate. Obviously it is impossible to show 
this in a general way; and I shall confine myself to the case in 
which the banking system acts normally in the sense defined in 
§ 7. The question is, can it happen, when money wage rates 
are cut, that money prices will fall in as large a proportion as 
money wage rates, so that the real wage rate is not decreased. 
Now, the argument of § 7 suffices to show that, if employment and 
output are unaltered, there is no reason, in the new equilibrium 
situation, for the rate of interest to be any different from 
what it was originally. Hence there is no reason for the 
quantity of money in existence to be any different. The 
only way, therefore, in which money income can be con- 
tracted is through a fall in the income velocity of money. 
If real income is transferred from wage-earners to non-wage- 
earners, we have seen in § 8 that such a fall may take place. 
It cannot, however, take place wnless a transfer is accomplished, 
and a transfer cannot be accomplished unless prices have fallen 
in a smaller proportion than the money wage rate. That is to 
say, so long as output is unaltered, it is impossible for the income 
velocity of money to fall far enough, in consequence of a cut in 
the money wage rate, to prevent this cut from carrying with it a 
cut in the real wage rate. This is enough for our purpose. It follows 
that in all conditions in which a real wage cut will cause employ- 
ment to expand, a money wage cut will also have that effect; 
though it does not, of course, follow that a given percentage 
money wage cut will entail the same amount of expansion as an 
equal percentage cut in real wage. 
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IV 
Lone-PERIoD EFFECTS 


§ 22. So far our analysis, alike as regards real and as regards 
money rates of wages, has been a short-period one, in the sense 
that we have taken the stock of equipment as fixed. The 
equilibrium which we have spoken of has likewise been a short- 
period equilibrium that will be disrupted if and when the stock 
of equipment is increased. Moreover, if what has been said in 
the two preceding Parts is correct, the stock of equipment will 
be increased. For a cut in real wage rates—and, in like manner, 
a cut in money wage rates—entails increased employment; and, 
with extra labour with which to co-operate, a given volume of 
equipment earns more than before. Hence there is a stimulus 
to engaging labour to make new equipment up to the point at 
which rising costs in the equipment-making industries check 
expansion there. Presently, therefore, there will_emerge, as a 
delayed consequence of the general wage cut, additions to 
equipment. As these come into use, they indirectly increase the 
marginal and average productivity—for it is practically certain 
that labour and capital are predominantly complementary—of a 
given volume of employment. Hence arises a further stimulus 
towards increasing the volume of employment. It follows that 
the long-period consequences of general cuts in the real rate of 
wages, whether accomplished directly or via the money rate, 
must be more favourable to employment than the short-period 
consequences. There can be no question of a short-period gain 
yielding place to a long-period loss. There is, however, one 
incidental point to be noted. In a barter economy a cut in real 
wage rates, once made, stands for ever unless and until it is 
deliberately cancelled. But a cut in money wage rates, though 
in the short period, apart from the special case mentioned 
at the end of § 9, it entails a cut in real wage rates, when 
equipment and output have increased, and so the price level has 
fallen, may presently cease to entail this. For the fall in prices 
may be sufficient to offset the cut. Thus, while, in the long 
period no less than in the short, a cut in money wage rates 
necessarily carries with it increased employment, it is only in 
the short period that it also necessarily carries a cut in real wage 
rates. 


No. 187.—vob. XLvIi. FF 
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V 
CONCLUSION 


§ 23. The results reached in this article are, of course, only 
demonstrated for the model in relation to which I have discussed 
them, not for the actual world. In particular, no argument has 
been offered to show that what holds of a system of industries, 
in all of which demand and supply conditions are similar, 
necessarily holds also for a system in which these conditions are 
widely dissimilar. It is not possible, I think, to prove that what 
is true of my model must be true of the actual world. For that 
stage we can only rely on a sort of economic intuition. To me 
that intuition, for what it is worth, suggests that the elements 
of actual life excluded from the model are probably irrelevant ; 
that what is true of the model is probably true—with a fair 
degree of probability—of actual life. But this is not formal proof. 
I myself am reasonably well satisfied. Readers who are not 
satisfied—and there may well be such—must attack the problem 
along some other road. I should like to add that this article has 
passed through a number of stages, at each of which Mr. D. H. 
Robertson has patiently eliminated mistakes. While I am solely 
responsible for what it does contain, for the absence of much that 
it might have but does not contain the writer—and reader—are 


in heavy debt to him. 
A. C. Pigou 


King’s College, 
Cambridge. 


ALTERNATIVE THEORIES OF THE RATE OF 
INTEREST 


THREE REJOINDERS 


I 


Mr. Keynes’ criticism of the brief indication of a theory of 
interest, which I presented in the June issue of this JouRNAL 
(pp. 221-27), is that with the terminology used by me, “‘ the net 
supply and demand of credit are equal ex definitione whatever 
interest level exists on the market” (p. 245). Thus, in Mr. 
Keynes’ opinion, the argument which can be used against the 
view that the rate of interest is determined by the.condition that 
it equalises the supply of and demand for savings, is equally 
valid as a refutation of the view that the rate of interest is 
governed by the supply of and the demand for credit. 

In asserting this, Mr. Keynes has, I think, once more failed 
sufficiently to appreciate the difference between what is true 
ex-posi and what is true ex-ante. The fault this time is no doubt 
partly mine, as I did not express myself clearly enough. 

The fact that ex-post there is always equality between the 
supply and demand both for savings and credit, as well as for 
commodities—a credit transaction, like the purchase and sale of 
a commodity, is a double-sided transaction—does not prove that 
the price of credit or the price of a commodity cannot be 
determined by the condition that in a free market supply and 
demand at this price is made equal. This is where Mr. Keynes, 
in my opinion, goes wrong. 

One must distinguish sharply between the quantity of credit 
actually given (corresponding to the quantity of a commodity 
purchased and sold), on the one hand, and the supply and 
demand curves for credit (or commodities), on the other. The 
former is simply the point of intersection of the curves. When 
it is said in price theory that the price of a commodity is governed 
by supply and demand, the meaning is that it is determined by 
the demand and supply curves, which express the planned sales 
and purchases at different possible prices during a certain future 
period. These curves are ex-ante concepts and indicate altern- 


ative purchase and sales plans. In the same way the price of 
FF2 
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credit is determined by the supply and demand curves for credit 
or, which amounts to the same, for ‘“claims.”’ The causal 
reasoning is ex-ante.} 

If an authoritarian government fixes a rate of interest which is 
much lower than the rate which would prevail in a free market, 
then during any period saving and new investment ex-post are 
nevertheless equal, but the quantity of credit offered is found 
to have been smaller than the quantity demanded; some form of 
“ rationing ’’ takes place. The credit market reacts in the same 
way as the commodity market, when maxmum prices are fixed. 

As already indicated, any rate of interest is possible, 
irrespective of how much saving or new investment is planned. 
For the resulting economic development provides unintentional 
saving and investment (positive or negative). Not so with 
credit. Given a certain willingness to grant and to take credit— 
on the part of individuals, firms and banks—only one interest 
level is possible in a free market. 'The truth is that the price of 3 
per cent. bonds—and thus the long term rate of interest—is fixed 
on the bond market by the demand and supply curves in the same 
way as the price of eggs or strawberries on a village market.? 

There is a credit market—or rather several markets—but 
there is no such market for savings and no price of savings, 
with the definitions used by Mr. Keynes and myself. But there 
is a supply curve for savings, expressing willingness to refrain 
from consuming the whole expected income. There is also a 
curve for planned new investment. The relation between these 
two kinds of curves and the supply and demand curves for 


1 Mr. Keynes interprets my ex-ante analysis of the market for credit, i.e. claims, 
as if it had been ex-post, and then finds that my ex-ante analysis has disappeared. 
The two last sentences (on the supply of new claims, 7.e. the demand for credit) 
which are quoted by Mr. Keynes from me (see pp. 242 and 224) contain an ex-ante 
reasoning, as I indicated a few lines before, and not an ex-post one, as is Mr. Keynes’ 
interpretation. This would have been clearer if I had used the words ‘“ the 
willingness to provide new claims . . . gives the demand curve . . .”’ i.e. the same 
wording as in the discussion of the supply of credit. The whole of Mr. Keynes’ 
criticism, i.e. the assertion that the equality between the demand and supply 
of credit is true ex definitione and explains nothing, depends on his confusion 
here of ex-post and ex-ante. Hx-post we have only the point of intersection of 
the curves, ex-ante we have the whole curves, which determine where the point 
of intersection will be. 

2 In a more complete analysis it is necessary to consider the fact that only 
certain interest rates like the bond yield are determined in a fashion similar to 
commodities in a village market or to the world staples, e.g. wheat or cotton, on 
the commodity exchanges. Only for them is the supply and demand curve 
analysis practical. Other interest rates, like the discount rates, are fixed by the 
lenders—the central and commercial banks—very much as prices of commodities 
are fixed by manufacturers and retailers. This has important consequences with 
regard to the discrepancy between ex-ante and ex-post incomes, savings, etc. 
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credit was not made clear in my paper in the June issue, but the 
necessity of describing their relation was indicated.! 

That the relation between the curves referring to savings and 
investment and those referring to credit is close should be 
obvious. If a man plans to save, must he not either plan to 
invest or to lend? Will not, then, the planned supply of credit 
be equal to the planned savings, if the use of one’s own savings 
for new investment is treated as giving credit to oneself? No, 
not quite. It is possible to plan to save and to increase the 
quantity of cash instead of lending. Also one can plan to 
extend new credits in excess of planned savings, if one is willing 
to reduce one’s own quantity of cash. Besides, one can plan to 
extend credit instead of reinvesting ‘capital made free,” i.e. 
“depreciation money.” Similarly with the planned demand for 
credit, which may differ from planned new investment owing to a 
desire to vary the cash held, to cover expected losses or to 
finance consumption. 

But this is only one side of the difference. The other one is 
that one may plan to take credit for the purchase of old assets, 
i.e. for financial investment. This has nothing to do with the 
new investment of the industrial sphere, which is related to 
savings. One may also plan “financial disinvestment,” ¢.9. 
through the sale of a house, and plan to use the proceeds to 
extend new credit, e.g. to the man who buys the house. Thirdly, 
the banking system may plan to increase or reduce the volume 
of credit. 

Evidently, the curves of demand and supply of credit, which 
are identical with the curves of supply and demand for claims, 
are quite different from but interrelated with the curves which 
refer to planned new investment and savings. The former 
curves determine the prices of claims, 7.e. the rates of interest, 
and the actual credit transactions in the same way as prices and 

1 T confined myself to some observations on the two first of the three parts 
‘*in which the theory of interest can be regarded as falling: (1) An analysis of 
the markets for claims and other assets, where their prices and, thus, the rates 
of interest are determined. This includes the phenomena of credit policy by 
banks, e.g. open-market operations. (2) An explanation of what kinds of pro- 
cesses with regard to the quantities of planned and unintentional savings and 
investment result from the existence of certain interest rates. (3) An account of 
the connection between these processes and the transactions on the markets 
first mentioned ”’ (p. 226). 

2 In my survey, in the March issue, of the terminology required for an analysis 
of industrial transactions, these questions were deliberately left out. 

3 Even ex-post it is not correct, as I said on p. 224, that ‘‘ one finds equality 
between the total quantity of new credit during the period, and the sum total 
of positive individual savings.” 


i 
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dealings are fixed on commodity markets. Anyone who refuses 
to accept this analysis of the pricing of claims must, I think, refute 
also the Marshallian supply and demand curve analysis in toto.1 

Thus, there is a connection between the dealings in claims 
and the activity of saving and investing. Of course, irrespective 
of any savings or new investment cash, claims and assets may be 
exchanged for one another. Their relative prices and, thus, 
the rates of interest, may vary with the willingness to hold the 
available quantities of cash, claims and assets. However, the 
markets where they are exchanged for one another are affected 
by saving and new investment, for thereby the demand for and 
supply of claims are changed. A fall in the investment in building 
activity will—given a certain credit policy of the banking 
system—tend to reduce the supply of claims, raise their prices 
and lower the long term rate of interest, in spite of the probable 
later fall in incomes, savings, and demand for claims. 

The theory I advance does not dispute that the rate of interest 
“ equalises the advantages of holding actual cash and a deferred 
claim on cash” (Keynes, p. 245). There is no contradiction 
between that statement and the view that the rate of interest is 
the price of credit, i.e. is fixed on the market for different claims. 
Itis on this market that the exchange of claims for cash takes place 
in such a way that an “equalisation of advantages” takes place. 

Neither is there any contradiction between Mr. Keynes’ 
theory and mine, when he stresses that changes in the level of 
income help to ensure the equality between saving and investment 
(p. 249).2 A reduction of the rate of interest will increase 
investment and, thus, savings (ex-post), through the increased 
income and the consequent rise in unintentional and, later, also 
in planned savings. 

I also accept Mr. Keynes’ view that there is no “ connection 
between idle balances and the conception (meaningless on my 
definition) of idle savings ” (p. 251). As I have stressed elsewhere,* 
the liquidity of the commercial banks during depressions is due 
to the policy of the central bank, and has nothing to do with 
unused savings.” 

The difference between Mr. Keynes’ theory of interest and my 
own, which is built on the Stockholm theory of saving and 


1 I hope that every reader who finds the reasoning about planned borrowing, 
lending, saving, and investment “‘ artificial ’’ or ‘‘ unrealistic ’°—I suppose that 
many feel this way about it—will enquire whether the same criticism cannot be 
directed against the conventional supply and demand analysis. 

2 See my Swedish work Monetary Policy, Public Works, etc., as Remedies for 
Unemployment, 1934, pp. 24-26, 36, ete. 

3 Op. cit., pp. 45-46. 
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investment, lies in the fact that Mr. Keynes gives to the quantity 
of cash a central place, whereas in my opinion the quantity of 
claims plays just as “fundamental” a réle and provides a direct 
link with saving, investment, and the whole economic process. Mr. 
Keynes says that the rate of interest is determined by the 
available quantity of money and by the demand schedule for a 
present claim on money in terms of a deferred claim on money 
(p. 241). But is not this demand schedule directly dependent 
on the available quantity of deferred claims, which in turn is 
influenced by the willingness to borrow and to lend and, thereby, 
by the willingness to invest and save? In other words, is it not 
obvious that the rate of exchange between bonds and cash 
depends on the quantities of both and the (marginal) willingness 
to hold both? Furthermore, the valuation of assets like houses, 
shares, etc., by different individuals directly influences this 
willingness on their part. Thus, if we regard the rate of interest 
as determined by the supply and demand curves for claims, both 
the quantity of cash and of assets are influencing factors. The 
situation every day must fulfil the condition that at existing 
prices of claims and assets people prefer to hold the existing 
quantities of cash, claims and assets rather than exchange part 
of some of them for a little more of the others. But cash holds 
no special place, as it does in Mr. Keynes’ theory. 

To sum up. (1) Irrespective of the willingness of people to 
save and invest, any rate of interest is compatible with an 
equality between savings and new investment, ex-post. The 
whole economic process, among other things the volume of 
national income, adapts itself to the relation between the rate 
of interest and other economic conditions (as explained by me 
on pp. 221-24). (2) The rate of interest is the price of credit, 
and is governed by the supply and demand curves in the same 
way as commodity prices (see pp. 224-25). (3) These supply and 
demand curves for credit are closely related to the willingness 
and ability of people to save and invest (which in turn is affected 
by the rate of interest and the whole economic process). But 
these curves are also influenced by a desire to vary cash holdings 
or make financial investments in old assets and by a change in 


the credit policy of the banking system.t 
BertTIL OHLIN 


The College of Commerce, 
Stockholm 


1 IT take this opportunity to correct a slip in my earlier paper. On p. 236 
the order of the words ‘‘ income ” and ‘‘ saving ’’ was accidentally reversed and, 


as the reader will no doubt have understood, 4 should have read E 
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II 


“You don’t know how to manage Looking-glass cakes,’ the Unicorn remarked. 
‘* Hand it round first, and cut it afterwards.’’—Through the Looking-Glass. 


§ 1. Mr. Keynes complains 1 that, in comparing ? his theory 
of interest with ‘‘a common sense account of events in terms of 
supply and demand for loanable funds,” I have given no 
indication of where an example of the latter is to be found. In 
point of fact, I am afraid I was referring primarily to the account 
which I had just attempted to give myself,? and on which Mr. 
Keynes has found no space to comment. No doubt I had also 
in mind the more elaborate analysis of Dr. Haberler, which was 
not, I admit, then generally accessible. But these accounts are 
both, I think, merely attempts to give a rather pedantic precision 
to the ordinary view enshrined in such well-known studies of the 
capital and credit markets as those of Lavington and Hawtrey, 
as well as in a thousand newspaper articles. If we are anxious 
to bring our teaching into line with that of the preparatory 
schools, I remain of opinion that our best course is to begin by 
describing the rate of interest as the price of the use of loanable 
funds. 

§ 2. In the discussion of these terminological problems, it 
appears to me that two questions have become confused. (1) 
What is the most convenient way of using the terms Saving and 
Investment? (2) Is it or is it not legitimate (for, if legitimate, 
it is certainly convenient) to assimilate the theory of interest to 
other branches of the theory cf distribution by representing the 
rate of interest as the price of the use of a certain agent of 
production ? 

(1) It might, I think, be an advantage if all contributors to 
this discussion were compelled to turn their contributions into 
Latin prose. For it would then become evident how easy it is 
to wobble between using the word Saving (and the like applies 
to Investment) to denote an act or process (requiring translation 
by an infinitive or gerund) and using it to denote the object to 
which the process has been applied (requiring translation by a 
neuter past participle). Mr. Keynes’ critics have not charged 
him, as he seems to think (p. 249), with portraying the processes 


1 Quarterly Journal of Economics, Feb. 1937, p. 210: Economic JouRNAL, 
June 1937, p. 244. Subsequent page references in the text are to this latter 
article. 

2 Quarterly Journal of Economics, Nov. 1936, p. 183. 

3 Ibid., pp. 177-8. 

4 Now published in Prosperity and Depression, pp. 191 ff. 
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of Saving and Investing as identical. They have merely 
maintained that he has so framed his definitions that Amount 
Saved and Amount Invested are identical: that it therefore 
makes no sense even to inquire what the force is which “ ensures 
equality ’’ (p. 250) between them: and that since the identity 
holds whether money income is constant or changing, and, if it 
is changing, whether real income is changing proportionately, 
or less than proportionately, or not at all, this way of putting 
things does not seem to be a very suitable instrument for the 
analysis of economic change. 

In my view, Mr. Keynes’ mistake in the T'reatise on Money 
was not in propounding that Amount Saved might differ from 
Amount Invested, but in supposing that to make this proposition 
valid a more paradoxical definition of Amount Saved was 
necessary than is in fact the case. And (again in my view) the 
Hawtrey—Harrod expedient of adjusting the meaning of Amount 
Invested so as to take account of unintended variations in 
commodity stocks does not go the whole way towards resolving 
the verbal puzzle. The alternative language, involving as it does 
the parcelling of time into significant intervals, entails admitted 
difficulties which may be incapable of a completely tidy 
solution: but the same, after all, is true of various other 
concepts, such as the general price-level or “ keeping capital 
intact,’ whose use the workaday economist is rightly not willing 
on that account to abandon. It is naturally a relief to me that 
such writers as J. M. Clark, Hansen and Haberler appear to find 
no absurdity in the use of this alternative language —which 
also, so far as I can judge, has a closer affinity with the 
Lindahl—Myrdal technique than has that of Mr. Keynes. 

§ 3. (2) Let ‘us, however, for the moment agree to use Mr. 
Keynes’ definitions. Does it follow that we are debarred from 
regarding the rate of interest as the price of the use of loanable 
funds? I do not think so. 

We must be on our guard in this matter against false 
analogies. The amount of tea bought is identical with the 
amount of tea sold, and nothing is needed to “ ensure equality ”’ 
between them. But something is needed to ensure equality 
between the amount of tea which sellers are willing to put on to 
the market and the amount which buyers are willing to take off 
it; and that something is a certain price of tea. Similarly, 
something is needed to ensure equality between the amount of 


1 See Strategic Factors in the Business Cycle, p. 137; Journal of Political 
Economy, Oct. 1936, pp. 673-5; Prosperity and Depression, pp. 116, 197. 
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money which lenders are willing to put on the market for loans 
and the amount of money which borrowers are willing to take 
off it; and that something is a certain rate of interest.1 Using 
Mr. Keynes’ definitions, a satisfactory analogy can be drawn 
between the concept “Amount Invested” and the concept 
“amount of tea bought.” But there is only a very imperfect 
analogy between the concept “ Amount Invested” and the 
concept “amount of tea which buyers are willing to take off 
the market.” And there is no analogy at all between the 
concept “ Amount Saved” and the concept “amount of tea 
which sellers are willing to put on to the market.” If I borrow 
£1000 and invest it in building a house, the £1000 is regarded 
by Mr. Keynes as being instantaneously and automatically 
saved by those into whose hands it passes; but it is not 
pretended that it is instantaneously and automatically offered 
upon the loan market.? Nor is it necessarily so offered even 
when the cake, having been handed round, begins to be cut and 
baked; after each “round” of the “ multiplier” those who 
are saving their fraction of the £1000 may be preferring to hold 
it in cash rather than to offer it on the loan market. Thus the 
identification of Amount Invested with Amount Saved throws 
no light on the determination of the rate of interest; but neither 
does it preclude us from seeking such light in the ordinary way, 
namely by enquiring what is happening in the market for 
loanable funds. 

Suppose, for instance, that, owing to a return of political 
confidence, the inhabitants of a certain country become less 
anxious to hold their wealth in the form of cash, and that, as 
a result, their Government is able to float a public works loan 
larger by £10 million, at a rate of interest lower by 1 per cent., 
than would otherwise have been the case. Why may we not 
express what has happened in terms of a shift to the right in the 
supply curve of loanable funds, entailing an intersection with 


1 The case (specially mentioned by Mr. Keynes, Quarterly Journal of Economics, 
Feb. 1937, p. 211, and Mr. Townshend, Economic JourNAL, March 1937, p. 158) 
in which no transactions occur is simply a special case of this general proposition— 
the two amounts specified in the text are equated at zero. To ensure the occur- 
rence of this result in any particular market, it is, I imagine, usually necessary 
that dealings should be conducted through a class of middlemen who are in a 
position to quote different prices to potential lenders and potential borrowers. 

2 Mr. Harrod, I think, takes the view that acquiring a bank deposit (even a 
demand deposit, or presumably for that matter a bank note) must be regarded 
as making a loan or buying a debt (The Trade Cycle, p. 143); but that is not 
Mr. Keynes’ view, for his whole analysis rests on a sharp (if admittedly in some 
cases arbitrary) distinction between money and debts (General Theory, p. 167). 
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the demand curve at a lower point on the latter? It seems to 
me that the propriety of doing so is unaffected by the decision 
(if we do decide) to say that the extra £10 million is necessarily 
saved by its recipients in the same moment that it is expended 
by the Government. 

§ 4. Mr. Keynes’ reluctance to admit the validity of this 
method of thought is something of a mystery; but it may be 
conjectured that it springs from two sources. 

First, he has somehow persuaded himself (p. 250) that to 
say that the height and shape of the curve of “ marginal 
efficiency of capital,’ as reflected in the height and shape of a 
demand curve for loanable funds, can exercise a direct influence 
on the level of the rate of interest, is to reason in a circle. This 
appears to me, as [ think it does to Mr. Hawtrey and Mr. Hicks,* 
to be a pure delusion; nor, if any circularity were involved, 
could it be eliminated by Mr. Keynes’ device of making the 
curve of “ marginal efficiency of capital’ only act on the rate 
of interest through the devious route of total money income and 
“active money.” 

Secondly, Mr. Keynes is impressed by the possibility that 
the desire to save is not responsive to changes in the rate of 
interest. But there is nothing incompatible between this 
possibility and an analysis by way of supply and demand for 
loanable funds.? Conversely, by using Mr. Keynes’ alternative 
apparatus, we do not, as appears to be sometimes supposed, 
establish this possibility as a fact. The fact that the rate of 
interest measures the marginal convenience of holding idle 
money need not prevent it from measuring also the marginal 
inconvenience of abstaining from consumption. Decumulation, as 
well as keeping-hoarded, is an alternative to keeping-invested. 
Such loose phrases as that interest is not the reward of not- 
spending but the reward of not-hoarding * seem to argue a curious 
inhibition against visualising more than two margins at once.* 

1 Capital and Employment, p. 184; Econometrica, April 1937, p. 154. 

2 See Haberler, Prosperity and Depression, p. 199. 

3 See Keynes, General Theory, p. 174. 

4 Contrast Pigou, Essays in Applied Economics, p. 181. ‘‘ These three uses, 
the production of convenience and security, the production of commodities, and 
direct consumption, are rival to one another.’’ Cf. also Lavington, The English 
Capital Market, p. 30. The validity of this approach is not necessarily impaired 
if the curve connecting willingness to save with the rate of interest is “‘ backward- 
rising’; cf. the interesting quotation from Marshall lately unearthed by Mr. 
Guillebaud (Economic JourNnaL, March 1937, p. 42): ‘‘My reasoning... 
would be valid even if we amused ourselves by supposing that a rise in the rate 


of interest diminished the supply of capital: provided that we also supposed 
that it ultimately diminished the demand for capital faster.’ 
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The way in which such phrases may mislead may be 
illustrated by an analogy from the field of wages. A and B, 
stationed respectively in more congenial surroundings X and 
less congenial surroundings Y, are paid respectively £300 and 
£400 a year for similar work. Must we say that only £300 of B’s 
income is “reward for not idling” and the remaining £100 
“reward for not living in X”? Is it not at least equally sensible 
to say that the whole £400 is “‘ reward for not idling,” and that 
A receives part of his “reward for not idling” in the form of 
the advantage of being stationed in X ? 

§ 5. Thus I remain of opinion that Mr. Keynes’ apparatus 
and the “ loanable funds ”’ apparatus are not “ radically opposed 
to one another ” (p. 241), but are alternative pieces of machinery ; 
and that what can be (truly or falsely) asserted in terms of the 
one can also be (truly or falsely) asserted in terms of the other. 
In this connection I must advert briefly to Mr. Keynes’ 
concession (pp. 246-48) about what he calls “finance.” This 
concession certainly removes a glaring inconsistency in his 
former scheme, to which I have drawn attention in my “ Notes.”’ 1 
For in that scheme “ active money ” could only grow as a result 
of a previous growth in income, so that the banks could only 
operate by increasing “idle money”; yet at the same time it 
was apparently contemplated that, even if ‘idle money ” were 
zero, there would still be some (unexplained) way for total money 
to be increased and the rate of interest to fall.2 Common sense 
suggests that the natural way for this to occur is by the banks 
performing the primary function of banking, 7.e. lending money 
to people who want to use it; and Mr. Keynes has at last conceded 
to common sense that this is, in fact, the case. 

But in the course of making this concession Mr. Keynes 
seems to me to have put his foot through his whole verbal 
apparatus. We thought we knew that the ‘“ demand for money ” 
meant the amount of money which the public as a whole is 
willing to hold in the face of a given rate of interest, and that 
the ‘‘ supply of money ” meant the amount of money which the 
banking system permits to exist. But now we read (p. 248, my 
italics) “‘ Finance is not the only source of demand for money, 
and the terms on which it is supplied, whether through the banks 
or through the new issue market, must be more or less the same 
as the terms on which other demands for money are supplied.” 
If private persons can thus “supply a demand for money,” 


1 Quarterly Journal of Economics, Nov. 1936, p. 181, n. 7. 
2 General T'heory, pp. 197, 209. 
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either a new and subtle distinction must be drawn between 
supplying a demand for money, and supplying money in response 
to a demand for it: or the supply of money has completely 
changed its meaning, and become indistinguishable, after all, 
from the supply of loanable funds ! 

§ 6. I have so far been maintaining that certain differences 
between Mr. Keynes and other writers are differences of 
machinery rather than of substance. Bu’ I do not wish to deny 
that there are differences of substance as well. 

In the first place) Mr. Keynes differs from certain previous 
writers in setting the rate of interest in a functional relation with 
a part only of what is commonly thought of as inactive money— 
namely, that part which is held because it is expected that the 
rate of interest will change. Thus the rate of interest is what it 
is because it is expected to become other than it is; if it is not 
expected to become other than it is, there is nothing left to tell 
us why it is what it is—the organ which secretes it has been 
amputated, and yet it somehow still exists—a grin without a cat. 
It seems to me clear that in this respect Mr. Keynes’ theory 
needs modifying in a traditional direction, i.e. in the direction 
of associating the rate of interest with other categories of money 
besides the “ speculative ” as defined by him, and of such an 
account of the causes of the difference between long-term and 
short-term rates as has been given by Lavington and Pigou.? 

Secondly, there is no doubt that Mr. Keynes goes much 
further than previous writers in the importance which he attaches 
to the desire to keep money idle as a determinant of the rate of 
interest. My own view on this matter lies, I think, nearer to 
Mr. Hawtrey’s than to Mr. Keynes’; for I suspect that the 
“liquidity function,’ whatever exact interpretation we give it, 
is ultimately a reflection of less ghostly forces. But Iam prepared 
to attribute to its antics a significant share in the causation of 
short-term fluctuation. And I am prepared, too, with Mr. 
Hawtrey and Mr. Hicks,* to concede to Mr. Keynes that so-called 


1 I am indebted in this connection to an unpublished paper by Mr. A. F. 
Plumptre. 

2 Lavington, “ Short and Long Rates of Interest,’’ Hconomica, 1924, pp. 291-— 
303; Pigou, Industrial Fluctuations (1929), p. 276. Cf. Hawtrey, Capital and Em- 
ployment, pp. 197-9, Hicks in Econometrica, April 1937, p. 155. The curious may 
care to consult also my attempt to interest the Macmillan Committee in this 
topic in 1930—an attempt which was, I am sure, even more incoherent than appears 
in the printed record. (Evidence, Vol. I, pp. 334-5, especially Qq. 4834, 4841). 

3 Quarterly Journal of Economics, Nov. 1936, p. 189: ef. Capital and Employ- 
ment, pp. 195-7. 

4 Capital and Employment, p. 214: Econometrica, April 1937, pp. 154-5. 
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‘‘ liquidity ” considerations might in certain conditions set a limit 
to the practicable fall in the long-term rate of interest, though I 
am not sure that that limit might not be below the limit already 
set, in accordance with the well-known argument of Cassel,! by 
the attractions of decumulation. 

§ 7. It is not my purpose to debate these central matters 
here; but there is one argument bearing upon them which has 
become prominent in Mr. Keynes’ recent articles, and on which 
T should like to offer some comments. We must not, he warns 
us, attempt to assess the evil influence of the liquidity function 
by watching the actual behaviour of the quantity of idle money. 
For the amount of active money is determined by the level of 
income; and if the banks do not increase the total amount of 
money, an upward shift of the liquidity function will not lead to 
any increase in the volume of idle money, but simply to a rise 
in the rate of interest (p. 251). 

On this there are two observations to be made. First, if 
the matter stops there, there is surely nothing very much to worry 
about. But Mr. Keynes’ whole contention is that it will not 
stop there, but that the rise in the rate of interest will generate 
a decline in prices and employment. And this process will be 
accompanied, partly indeed by the obliteration of active money, 
but partly by its conversion into idle money in the hands of 
individuals and firms *—the relative importance of the two 
phenomena depending largely on the nature and quality of the 
banking system.? 

Secondly, it is of course true that a shift may occur in the 
liquidity function without any change occurring in the desire 
to save. But when Mr. Keynes characterises as a “ groundless 
obsession” the idea that there is any connection between idle 
money and the process of saving, he is surely executing an astonish- 
ing change of front. For the case for regarding the liquidity 
function as a chronic obstacle to the growth of wealth rests surely 
not so much on its variability as on its alleged elasticity, making 
it a death-trap (from the social point of view) for acts of thrift. 
An act of thrift on my part, so I have understood the argument 
to run, destroys incomes in one place without creating them in 


1 The Nature and Necessity of Interest, pp. 146-52. 

2 Cf. Harrod, The Trade Cycle, p. 132. I forbear on this occasion to ‘‘ make 
sport with ’’ the concept of a decline in the income velocity of money (Quarterly 
Journal of Economics, Feb. 1937, p. 210)—which is nevertheless in my view a 
perfectly sensible method, so far as it goes, of describing what occurs. 

3 Compare the different experience of the United Kingdom and the United 
States in this respect in the slump of 1929-33. 
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another, since any tendency of the rate of interest to fall through 
my purchase of securities is checked by the desire of other wealth- 
holders, at the slightest sign of such a fall, to part with their 
securities in exchange for my money. Thus the net result, if 
the banks take no action, is a fall in incomes and a conversion 
of active money into idle money—hoarding has occurred without 
any change in the propensity to hoard. Has this line of thought, 
which has figured so prominently in the armoury of Mr. Keynes 
and his expositors from the days of the “ excess :2vings factor ”’ 
(as distinct from the ‘‘ excess-bearish factor ’’) and the banana- 
fable onwards, and to which I have been at such pains to make 
guarded concessions,t now been discarded? Is the devil of 
excessive thriftiness a mere bogey, after all ? ? 

The upshot seems to me to be this. Whether the sting of 
the liquidity function lies in its variability or its elasticity, the 
degree of its malignity will find reflection in the behaviour of 
idle money. And our knowledge, such as it is, of the behaviour 
of idle money seems to support the view expressed above—that 
the antics of the liquidity function (broadly interpreted) are a 
significant ingredient in the story of industrial fluctuation, but that 
its importance as a secular obstacle to the growth of wealth is 
unproven. 

§ 8. In conclusion, there is another point of terminology on 
which I should like to venture a word. In a most generous 
footnote Mr. Keynes is kind enough to say that he does not 
regard me as a “classical ’’ economist. In my own view the 
date of my birth would alone be enough to make it impossible 
that I should be. But if we are resolved to divert this word 
from its original application, would it not be better to abandon 
the attempt to label authors as classical or the reverse, and to 
pin the word down to denoting a particular sort of argument, 
7.e. one based on a particular set of simplifying assumptions ? 
Even so, there would remain room for some not very profitable 
bickering as to what the criterion of classicality should be— 
whether, for instance, it should entail abstraction only from the 
misbehaviour of money, or also from certain other sources of 


1 See Quarterly Journal of Economics, Nov. 1936, p. 188, n. 6, and the refer- 
ences there given. See also General Theory, pp. 211-13. 

2 In endeavouring to explain his present position (p. 251, n. 3) Mr. Keynes 
appears once more to stop short at the point at which a deflationary process has 
led to an accumulation of stocks, assumed to be financed by an extension of 
bank credit, but has not yet led to a decline in income, employment, or active 
money. But how can we sensibly stop short at that point? See my remarks 
in Quarterly Journal of Economics, Nov. 1936, p. 188. 
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friction and waste.1 Nevertheless I can see that it might be 
thought instructive to describe, say, Professor Pigou’s Hconomics 
of Stationary States, and even his Economics of Welfare, as con- 
sisting predominantly of classical arguments, and his Industrial 
Fluctuations as consisting predominantly of non-classical 2 ones. 
But it does not seem to me likely to be helpful to label Professor 
Pigou as a “classical economist ’’—still less to clap that label 
opprobrit causa on to the vacuous countenance of some composite 
Aunt Sally of uncertain age. 


Trinity College, 
Cambridge. 


D. H. Ropertson 


III 


The part of Mr. Keynes’ article on this subject in the Economic 
JouRNAL for June which refers to my book Capital and Employ- 
ment, is concerned mainly with questions of terminology. He 
finds fault with my statement that he has defined saving and 
investment as “two different names for the same thing.” He 
himself describes them as being ‘“ for the community as a whole, 
merely different aspects of the same thing” (General Theory, 
p. 74). If, as I suppose, we both mean the same thing by the 
same thing, the distinction is rather a fine one. In Capital and 
Employment, a few lines below the sentence quoted by Mr. Keynes 
(p. 174), I point out that the identity of income and output 
(from which the identity of saving and investment is directly 
derived) ‘‘is not a purely verbal proposition; it is an arith- 
metical identity, comparable to the identity of two sides of an 
account.” 

Something very like that seems to be in Mr. Keynes’ mind 
when he compares the relation between saving and investment to 
that between purchases and sales. Purchases and sales are 
necessarily equal, but “ this does not mean that buying and selling 
are identical terms, and that the laws of supply and demand are 
meaningless ’’ (ECONOMIC JOURNAL, p. 249). 

Purchases and sales are also “ different aspects of the same 
thing.” And surely, if demand were defined to mean purchases 
and supply to mean sales, any proposition about economic forces 
tending to make demand and supply equal, or about their equality 
being a condition of equilibrium, or indeed a condition of anything 
whatever, would be nonsense. 


1 Cf. Ohlin, Economic JouRNAL, June 1937, p. 231. 
2 Or is “‘ romantic ’’ the correct antithesis ? 
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“The theory of the rate of interest which prevailed before 
1914,” Mr. Keynes writes, “regarded it as the factor which 
ensured equality between saving and investment,” and he claims 
therefore that, “in maintaining the equality of saving and 
investment,” he is “returning to old-fashioned orthodoxy.” 
That is not so. Old-fashioned orthodoxy never held that saving 
and investment could not be unequal; it held that their in- 
equality, when it did occur, was inconsistent with equilibrium. 
If they are defined as “ different aspects of the same thing,” 
how can it possibly be “the level of incomes which ensures 
equality between saving and investment” (EcoNoMic JOURNAL, 
p. 250)? Whatever the level of incomes may be, and however 
great the disequilibrium, the condition that saving and invest- 
ment must be equal is always identically satisfied. 

Now, it is true that when we apply different names to two 
different methods of grouping the items that form an aggregate, 
there will be propositions about one grouping which cannot be 
applied to the other without a change of meaning. Purchases 
and sales are two different names for the same set of transactions, 
but those transactions may be grouped differently as the transac- 
tions of purchasers or as the transactions of sellers. Propositions 
about the motives or activities of purchasers are different from 
propositions about the motives or activities of sellers. The 
purchases and sales of an individual or a group are not merely 
not identical, but they may be unequal. It is only when we are 
concerned with purchases and sales in the aggregate, and so 
defined that they do refer to the same transactions, that either 
name can be substituted for the other in any proposition without 
a change of meaning. 

Mr. Keynes attributes to me the idea that this test can be 
applied to investment and saving without that limitation, and 
that “in any sentence in which the word ‘investment’ occurs 
the word saving could be substituted for it without any change 
of meaning.” But I did not say so, and in all the passages 
in which I made the substitution (Capital and Employment, 
pp. 178-80) the reference is to aggregate investment and aggre- 
gate saving. 

Mr. Keynes would like to dispel the idea that the quantity 
of hoards depends on what people are doing with their savings, 
or that there is any connection between idle balances and the 
conception (meaningless, as he says, on his definitions) of idle 
savings, but has “only a limited hope of success.’ He gives as 


an example of the confusion my statement that his contention 
No. 187.—voL. XLvII. GG 
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is ‘‘ that a portion of savings will be withheld from active invest- 
ment and accumulated in idle balances.” 

This statement is really no more than a summary of his own 
account of the matter. One who saves has to decide “in what 
form he will hold the command over future consumption which 
he has reserved, whether out of his current income or from 
previous savings.” His choice is between two alternatives. 
He may hold it “in the form of immediate liquid command 
(i.e. in money or its equivalent),” or he may “ part with im- 
mediate command for a specified or indefinite period, leaving it 
to future market conditions to determine on what terms he can, 
if necessary, convert deferred command over specific goods into 
immediate command over goods in general” (General Theory, 
p. 166). 

How is this choice to be described in concise terms? I 
suggested the expression “idle balances”’ for the immediate 
liquid command, and Mr. Keynes adopts it (Economic JOURNAL, 
p. 250). But if idle balances constitute one of the alternative 
destinations of savings, why not call the savings which reach 
that destination idle savings? Mr. Keynes’ objection to the 
expression is, I think, that if savings and investment are always 
equal, all savings must be regarded as directly or indirectly 
invested, and therefore none can be “idle.” But when we are 
describing the acts of the individual in disposing of his savings, 
we can reasonably take account of his action in placing them in 
an idle balance, without prejudging in any way our description 
of the action of another individual who is carrying out an invest- 
ment. Particular acts of investment can only to a limited extent 
be linked on to particular acts of saving. And in the special 
case where “investment ’’ means merely a failure to sell goods, 
it is as “idle ”’ as the saving. 

In the passage which Mr. Keynes quotes from my book, I 
do not expressly refer to idle savings at all, but only to savings 
being ‘‘ withheld from active investment and accumulated in 
idle balances.” The fact that this action may be taken is not 
inconsistent with Mr. Keynes’ proposition that the amount 
of idle balances is determined by the action of the banks in fixing 
the supply of cash and by the liquidity preference of the possessors 
of savings. And indeed the action of withholding savings from 
active investment and accumulating them in idle balances is 
simply the outward manifestation of liquidity preference. 

There are one or two respects in which Mr. Keynes has mis- 
understood my own definitions. He refers to me as excluding 
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changes in working capital from the definition of investment, 
and says that he prefers Professor Ohlin’s distinction between 
investment eav-ante and investment ex-post to mine between 
investment in fixed and working capital. 

It is not from the definition of investment that I exclude 
changes in working capital, but from the definition of capital 
outlay (Capital and Employment, pp. 64 and 159). I do not think 
Mr. Keynes would deny the convenience of having some expression 
with this meaning. He himself sometimes refers to the output 
of the “capital goods industries” (e.g. General Theory, pp. 
122-25) (though whether this means the same as “investment- 
goods ”’ industries (p. 116) is not quite clear). 

My definition of investment is on quite different lines, as the 
acquisition of rights in or over any income-yielding enterprise 
or institution (Capital and Employment, pp. 61 and 140). The 
assets of the enterprise or institution are of course likely to include 
working capital as well as instrumental capital. Mr. Keynes’ 
own definition of investment corresponds to what I call either 
saving or the increment of wealth or of capital, and in criticising 
his work I have made the distinction between active and passive 
or designed and undesigned investment. Mr. Keynes, with refer- 
ence to this distinction, suggests that Professor Ohlin’s definitions 
might suit me better than my own. But is there any difference ? 
** Unexpected new investment,’ Professor Ohlin writes, ‘“ can 
mean simply that stocks at the end of the period are different 


what the entrepreneur expected.”” (Economic JOURNAL, 


March, p. 65). If there is any difference between undesigned and 
unexpected, I prefer undesigned. A trader may foresee quite 
clearly that he is going to be burdened with a redundant stock, 
and may be unable to avert it. It may be possible to go back 
to some time in the past at which he as a free agent took action 
which has had this outcome, and to say that at that time he did 
not expect it. But at that time he may not have formed any 
expectation about the consequences so far ahead at all. 

Professor Ohlin’s definitions cover a much wider field than 
my undesigned investment. In his analysis every one of the 
ex-post concepts has a corresponding ex-ante concept. He uses 
algebraical symbols to denote planned income, planned saving, 
planned consumption, planned new investment. Now the fact 
that all economic activity is governed by expectations has been 
universally taken for granted from the beginning of economic 
science. But however important the part played by expectations 


may be, it is not to be inferred that they can or should be given 
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precise quantitative measurement. Any forecast of a future 
economic quantity is likely to be not merely vague and approxi- 
mate, but actually incomplete. The expectation often relates 
only to an upper or a lower limit, or it is contingent upon factors 
of which no forecast at allis made. Any one economic quantity 
may be the subject of forecasts by a number of different people. 
Even the directors, managers and experts who concur in the plans 
of one and the same concern may have widely divergent views 
as to what the actual results are likely to be. Then different 
people’s forecasts relate to different times and periods of time. 
And different people’s forecasts may often be based on mutually 
inconsistent assumptions. Mental processes that may be dis- 
crepant in so many ways cannot simply be added together like 
the items ina ledger. And we can discuss the nature and effects 
of expectations just as well without assuming them to be added 
together. 

Even in the particular case of designed and undesigned 
investment I should avoid any explicit quantitative division 
of the total under these two headings, as being open to serious 
objection on theoretical grounds. Whenstocks become redundant, 
that does not mean that each trader’s stock becomes x per cent. 
greater than he thinks necessary. In the first instance all that 
happens is that stocks are worked through more.slowly; then, 
as each trader in succession finds his stock exhausted, the orders 
given for replacement are less than before. 

Mr. Keynes is mistaken when he says that with my definitions 
“idle savings are equal to the increase in working capital.” 
The phrase “idle savings,” is his, not mine, but, I take it, he 
means an increase in idle balances. An increase or decrease in 
working capital may be the resultant of absorptions or releases 
of cash by consumers, by the investment market or by the banks 
or of an increase or decrease of the circulating capital of industry. 
An increase in idle balances in the hands of consumers is merely 
one form of an absorption of cash. If we suppose an increase 
in idle balances to occur in isolation from any other change, there 
results an equal increase in unsold goods, but that is a special 
case. 

Mr. Keynes raises one point not of terminology but of substance. 
Ina footnote (p. 251) he disputes my statement that the importance 
of his theory depends on the magnitude of the idle balances. 
“ The rate of interest,” he says, ‘‘ equates the demand and supply 
of hoards.”’ The supply of money for hoarding (or idle balances) 
depends on the banks. If the banks “ stand firm” and refuse 
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to increase the total supply of money by adding to their assets, 
then ‘‘ an increased propensity to hoard raises the rate of interest.” 
I take this to mean that the idle balances can only be increased 
at the expense of the active balances; that the sums added to the 
idle balances are diverted from the investment market, which is 
thus compelled to check capital outlay and presumably raises 
the long-term rate of interest; and that there ensues deflation 
till the consumers’ income is adjusted to the reduced amount of 
active balances. 

Now so long as the supply of money is assumed to be rigidly 
fixed, this train of reasoning is independent of the magnitude of 
the idle balances. It makes a good deal of difference to the 
practical importance of the conclusion whether the deflationary 
effect is to be measured by a transfer of, say, 20 per cent. of the 
active balances to the idle balances, or of a fraction of 1 per cent., 
but the formal reasoning is the same in either case. 

But in practice the supply of money is not rigidly fixed. It 
fluctuates, and on the whole over any considerable period it 
always shows a large expansion. The question therefore is 
whether the increase in idle balances is likely to be too large to 
be covered by the increase of money. There is all the difference 
between the pea that disturbed the slumbers of Hans Andersen’s 
real princess, though it was covered by twenty mattresses, and 
an apple-pie bed. 

In the Oxford English Dictionary rubber is defined as a highly 
elastic and flexible substance used for rubbing out black lead- 
pencil marks and for many purposes in the arts and manufactures. 
This is, of course, perfectly accurate. Rubber is subject to joint 
demands for rubbing out pencil marks and for other industrial 
purposes, such as tyres, raincoats, goloshes, etc. If it is to meet 
the latter demand, its price must not be such that the whole 
supply is absorbed by the former. Similarly savings are directed 
to the two alternative uses, idle balances and active investment. 
If the latter demand is to be satisfied, the rate of interest must 
be such that the former does not absorb too much of the supply. 
If in this country idle balances were fluctuating widely about a 
mean of £1,000,000,000, they would be a serious problem. If 
they never varied more than 10 per cent. from a mean of 
£10,000,000, they would not. There is not a word in Mr. Keynes’ 
book to show that the latter estimate is not close to the truth. 

I should like to take this opportunity of making one or two 
comments on Mr. Hugh Townshend’s review of my Capital and 
Employment in the Economic Journat for June, though I must 
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at the same time express my appreciation of the complimentary 
expressions contained in it. 

In my chapter on Interest and Marginal Yield I wrote (p. 34) : 
“* Jevons’ theory of interest was static. His formula states the 
conditions of equilibrium. For that purpose the promoters of 
enterprises are assumed to have made the right decisions.” I 
then proceeded to explain (p. 35) that I proposed “‘ to explore 
the applications of Jevons’ formula to a dynamic system,” and 
many pages thereafter are devoted to showing how far from 
right the promoters’ decisions are apt to be. Yet Mr. Townshend. 
supposes this rightness of decisions to be part of my own theory, 
and even to be one of the main points of difference between Mr. 
Keynes and me. 

‘To Mr. Keynes he attributes the view that “there is no 
unique set of perfectly right decisions. For the most profitable 
decision for one producer depends on what others, including 
consumers, do; and what they do depends on what they expect 
to happen, just as what he does depends on what he expects to 
happen.” It may be that that is what Mr. Keynes thinks, but 
if so he has omitted to say so, perhaps because it has already been 
said by Walras, Professor Cassel and others. But as to the 
further inference that “there is no position of equilibrium .. . 
the future is not merely unknown to the economic man; it is 
undetermined,” that is definitely in conflict with Mr. Keynes’ 
view. Mr. Keynes says, it is true, that ‘‘ to every banking policy 
there corresponds a different long-period level of employment, 
so that there are a number of positions of long-period equilibrium 
corresponding to different conceivable interest policies on the 
part of the monetary authority ” (General Theory, p. 191). But, 
given the interest policy, he regards the position as determined. 

Mr. Townshend finds difficulties in my view of the sensitiveness 
of short-term investment to the short-term rate of interest and 
the insensitiveness of long-term investment to the long-term 
rate of interest. He says that I am “ forced to admit that the 
self-adjusting process [of the long-term rate of interest] works 
sluggishly,” and he supposes that the manipulation of short-term 
credit is required in order to give the reactions of changes in 
“ deepening’ time to work. His difficulty is due, I think, to 
his assuming as axiomatic the position that a great part of my 
book was written to attack, that any regulation of credit must 
work through long-term investment. 

The manipulation of short-term credit is required, or at any 
rate in my view ought to be used, to counteract any tendency of 
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general demand to expand or contract unduly, from whatever 
cause. A failure of the deepening of capital to respond to 
movements of the long-term rate of interest might be among 
these causes. But it is of secondary importance because, as I 
point out in several passages in my book, the investment market 
resorts to more summary methods to keep the volume of new 
issues within limits, and can in general stimulate capital outlay 
by merely relaxing its resistance. 

Nowhere did I suggest that traders must be induced to go 
on adding to their stocks “ until the increase in investment due 
to deepening has come to the rescue of activity.” The purpose 
of credit relaxation is to start an expansion of general demand ; 
once it is effectively started, no further positive stimulus is 
required. In the particular case where this treatment is required 
because of a delay in the response of deepening, the expansion 
in consumption demand is itself likely to hasten the deepening (as 
well as the widening). Apart from a real glut of capital, no serious 
interruption of the deepening process ever occurs except as the 
result of a severe depression, and for that an expansion of con- 
sumption demand (if it can be induced) is the best remedy. 

A real glut of capital is another matter. It would raise the 
problems dealt with in my Trade Depression and the Way Out 
(Chapter VII). In regarding technological progress as the 
principal influence counteracting the tendency towards a glut of 
capital, I am, I think, following in the footsteps of nearly all 
the economists who have dealt with the matter. When Mr. 
Townshend refers to me as relying on the appearance of a new in- 
vention as a deus ex machina, is this simply a humorous digression, 
or does he seriously suggest that technological progress was invoked 
as an after-thought? He might as well treat the big drum as 
an after-thought in a brass band. 

And I am somewhat mystified by what Mr. Townshend says 
as to my views on the price level. He attributes to me a belief 
in the existence of a “ general price level” the movements of 
which measure “ changes on the side of money,” the orbit of 
which “ seems to be hyperbolic.” And he accuses me of treating 
“as negligible the influence on the price of durable assets (bonds, 
shares or capital goods) of the ‘second-hand market.’”? I am 
left wondering whether he inadvertently picked up some other 
book by some other author instead of mine when he was in 
the middle of his review. For these remarks have nothing to do 


with anything I have written. 
R. G. HawtTRey 


A THEORY OF COMMODITY, INCOME, AND CAPITAL 
TAXATION 1 


Mr. Krynzs’ theory gives‘us a new basis for the inquiry into 
the problems of taxation. The analysis of the influence of various 
types of taxes on effective demand leads, as we shall see, to quite 
unexpected results, which may be of practical importance. 

In this paper we shall consider the effects of commodity taxes, 
income taxes, and capital taxes on employment, national income 
and its distribution—with capital equipment and money wages 
given. The first condition confines our analysis to the short 
period ; the second is merely a simplification which can be avoided 
by measuring the values not in money terms, but in wage units. 
In addition we make the following simplifying assumptions : 


(1) That we are considering a closed economic system 
with a surplus of all types of labour and equipment ; 

(2) That workers spend all they receive as wages or 
doles (for unemployment, disability, etc.) and, thus, that only 
capitalists (entrepreneurs and rentiers) save; and 

(3) That the State Budget is balanced, all State ex- 
penditure being financed by taxation.” 


We make also in the course of the argument some additional 
assumptions of more special character. 

Our argument is divided into four stages. In the first stage 
we briefly consider short-period equilibrium in an economy without 
taxation and State expenditure, and in the subsequent stages 
introduce commodity taxes, income taxes, and capital taxes. 
We assume the commodity tax to be levied only on wage-goods 
and the income tax only on capitalists’ income. 

1. We shall mean by gross profit from an enterprise the differ- 
ence between the value of sales and prime costs. It is this quantity 
which is maximised when the output of the enterprise corresponds 
to the point of intersection of the marginal prime cost and the 
marginal revenue curve. National income we shall call (as 


1 T express my acknowledgment to Mr. K. M. Spang for assistance in improv- 
ing the English of this paper. 

2 It is quite simple to pass from this to the more general case of an unbalanced 
budget, superimposing on our results the effects of State borrowing or repayment 
of debts. 
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Keynes does) the sum of all gross profits and of the wage bill. 
On the other hand, national income is also the value of total 
consumption and investment. Since the workers are supposed 
to consume all they earn, the total gross profit P must be equal to 
capitalists’ consumption C, plus investment J : 


P=C,+1 


If the sum of the expenditure of capitalists on consumption and 
investment C, + J increases (or decreases), a shift of the marginal 
revenue curves takes place, and employment is “‘ pushed ” to the 
point at which total gross profit P is equal to the increased (or 
decreased) sum of spending for capitalists’ consumption and 
investment. 

It is clear that the above equation is equivalent (on our assump- 
tion that workers do not save) to the equality of savings S and 
investment J, for by subtracting C, from both sides we attain : 
= f, 

As we see, the total gross profit P is determined by the rate of 
investment J—which is equal to the capitalists’ saving S—and 
by their propensity to consume. We make now some plausible 
assumptions as to these determinants of gross profit. We assume 
that if some change in basic data occurs : 


(1) The rate of investment J does not change immediately, 
because it is the result of previous investment decisions 
requiring a certain not very short time for completion ; 

(2) The capitalists’ propensity to consume is insensitive 
to the expectations of the change in income, and it is only 
the actual rise (or fall) in income which can induce them to 
raise (or to lower) their standard of living. 


It follows from these assumptions that the gross profit 
P=C,-+TJ can be altered by the change of basic conditions 
only with a certain time-lag, and one which is not very short. 
For in the meantime the rate of investment J remains unaltered, 
while the capitalists’ propensity to consume is not affected by the 
expectations of the change in their income. 

2. Let us now introduce into our system State expenditure 
financed by wage-goods taxation. The Government spends money 
either for officials’ salaries or for the doles of the unemployed, 
disabled, etc. The tax is regarded, for the sake of simplicity, as 
being reckoned ad valorem at a constant rate for all kinds of wage- 
goods. It is obvious that this type of tax constitutes a new kind 
of prime cost. 
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The national income is now equal to the sum of gross profits, 
workers’ wages, and taxes imposed on wage-goods. On the other 
hand, the national income is equal to the value of total consump- 
tion and investment. Now, the workers’ wages are equal to the 
value of their consumption. The sum of taxes is equal to the sum 
of salaries of officials and doles, which are also totally spent on 
wage-goods. Thus, it is clear that the total gross profit is again 
equal to the sum of capitalists’ consumption and investment. 


The equation : 
P=C,+1 


holds good also for an economy with commodity taxes. 

Let us now examine what will happen if the rate of taxation 
on wage-goods is increased, say from 3 to 5 per cent., and the 
proceeds of the tax spent on behalf of the unemployed. 

According to our assumptions made in the preceding paragraph, 
the rate of investment J and the capitalists’ propensity to consume 
will not change immediately upon the introduction of such 
increased taxes. Hence, the gross profit P = C,-+ JI and em- 
ployment will remain at the old level as at the beginning of the 
new taxation régime. If, however, employment, and thus the 
wage bill, has not changed, while the sum of doles has increased 
by the amount of the new tax revenue, it is clear that the total 
demand for wage-goods has also risen by 2 per cent. But so has 
also the marginal cost of wage-goods, and in this situation it is 
obvious that the prices of wage-goods will be increased also by 
2 per cent., while their output has remained unchanged; in this 
way a new short-period equilibrium is established which differs 
from the former one only in that the wage-goods’ marginal costs 
and prices both are increased by 2 per cent.!_ No stimulus exists 
in this new situation for the change of capitalists’ consumption or 
investment. Thus, if the spending of capitalists does not change 
immediately after the increase of taxation, neither does it change 
later; nor does gross profit change, since it is equal to the 
capitalists’ spending. 

It must be added, however, that this is true only under an 
additional assumption. For though the volume and structure 
of output have not changed, the nominal value of output has 
increased. Thus demand for cash is greater, and the rate of 
interest tends to rise, exerting a depressing influence on invest- 

1 This is not quite precise. The capitalists’ consumption is partly directed 
to wage-goods, the increase in the price of which may cause a rise of capitalists’ 


expenditure on wage-goods and a fall in the purchases of other goods subject 
to their consumption. Then a corresponding shift in the output will take place. 
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ment. We shall assume here that this increase is very small, 
i.e. that the supply of cash for transactions is elastic. 

It is easy to see from the above that the change in distribution 
of national income caused by the increase of wage-goods taxation 
consists chiefly in the shift of purchasing power from workers 
and officials to the dole receivers. Real wages and State officials’ 
salaries fall in the case considered by 2 per cent., while the 
“real” capitalists’ consumption in a much smaller proportion, 
since only a certain not very great percentage of their expenditure 
is devoted to wage-goods. 

3. We shall now go a step farther, and introduce into our 
system taxes on capitalists’ incomes. For the sake of simplicity, 
we suppose that the rate of taxation is a constant percentage. 
It is obvious that these taxes are not prime costs, but form a part 
of gross profits. The entrepreneurs continue to maximise the 
difference between sales and prime costs, e.g. wages, cost of raw 
materials, commodity taxes, etc.; for the greater this differential, 
the greater the income from the enterprise remaining after the 
payment of income tax. 

National income can be represented in the same way as 
before :— 


Gross profits Capitalists’ consumption 
Wages Investment 
Commodity taxes Consumption of wage-goods 


But now the consumption of wage-goods is covered not only by 
wages and commodity taxes, but also by income taxes. It is 
evident that gross profit P is now equal to the sum of capitalists’ 
consumption C,, investment J, and income-tax revenue 7’; : 


and the part of P received by capitalists is equal to C, + J. 
Next we shall consider what happens if the income tax is 
raised, again for the purpose of dole payments, say from 15 to 
25 per cent. According to our assumptions no change of invest- 
ment and capitalists’ consumption will happen in the period 
immediately succeeding the introduction of the additional tax. 
Thus, the immediate result of an increased income tax is a rise 
of gross profit P =(C,+ 1) +7; because of the rise of 7;; 
employment is pushed to a point at which the gross profit is greater 
by the amount of the increment of 7';._ This is not at all surprising, 
for new State expenditure has taken place, while at no other 
point was the spending curtailed. But conceivably such is not 


448 THE ECONOMIC JOURNAL [SEPT. 


the final effect, because of the influence of the income tax on the 
profitability of investment, and thus on the inducement to invest. 

If liquidity preference does not change, it is clear that the 
income tax must raise the rate of interest, otherwise the net re- 
ward for lending would be diminished. If, for instance, the rate 
of interest is initially at 3 per cent., the reward for lending with a 
15 per cent. income tax will be 2-55 per cent.; likewise it is 
clear that with the increase of income tax to 25 per cent. the rate 
of interest rises to 3-4 per cent. (3-4 per cent. reduced by 25 
per cent. gives 2-55 per cent.). 

Now, if the prospective rate of profit of a certain type of in- 
vestment is initially at 9 per cent., let us say, and the rate of in- 
terest at 3 per cent., the entrepreneur planning investment has a 
differential of 6 per cent. before income tax deduction and 5-1 per 
cent. after the deduction of 15 per cent. income tax to cover his 
risk. But at the new level of taxation the rate of interest is 
3-4 per cent., and only 5-6 per cent. remains to cover the risk and 
income tax; further, because of the increase of the income tax, 
we have now to deduct 25 per cent. from that difference, leaving 
4-2 per cent. to cover the risk, while before the introduction of the 
increased tax there was a 5-1 per cent. differential. The differ- 
ence of 0-9 per cent. is equal to the charge of “ new ” 25 per cent. 
— 15 per cent. = 10 per cent. income tax on the 9 per cent. 
prospective rate of profit. There is nothing surprising in this 
fact, since the lenders’ reward is not diminished by an increase 
in the income tax, and therefore the whole burden falls on the 
entrepreneur planning investment. In this way this whole burden 
exerts pressure on the inducement to invest. 

It would be premature to conclude that this is the final result. 
One must take into account that in the first period of the new 
taxation régime the gross profit increased by just the amount of 
the total ‘‘ new taxes.” Thus if the entrepreneurs expected the 
future returns to increase by the same amount as the present 
ones have done (for instance the prospective rate of profit of 
9 per cent. by 0-9), this would be just enough to counterbalance 
the depressive influence of income tax on the inducement to invest. 

In general such need not be the case. But since “ the facts 
of the present situation enter in a sense disproportionately into 
the formation of our long-term expectations,” ! the pressure of 
the income taxation on the investment decisions may be consider- 
ably relaxed by the rise of gross profits which immediately followed 
the introduction of new taxes. 

1 General Theory of Employment, p. 148. 
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Thus the fall of investment will probably be relatively slight, 
and with given capitalists’ propensity to consume the same can 
be said about their total income C, + J. Consequently, the gross 
profit P = (C, + I) + 7;, in which the component 7’; has risen, 
is likely to increase, as is employment also. (We are assuming 
that the supply of cash for transactions is elastic.) 

In this way the chief change resulting from income taxation 
would be the rise of the demand for wage-goods on the part of the 
unemployed. This raises, of course, not only the output of wage- 
goods, but also their prices, and thus reduces the “ real” con- 
sumption of workers employed before the introduction of the new 
tax, of State officials and to certain extent of capitalists as well. 
On the other hand, there will be an increase of consumption 
on the part of new employed workers. Whether a rise or a fall 
of total real wage-bill results, depends, of course, on the elasticity 
of supply of wage-goods. 

4. In the last stage of our argument we introduce capital 
taxation. We may, for example, imagine a tax to be levied on 
every type of owned capital at the rate of 2 per cent. per year. Of 
course, as with income taxation, it does not constitute a prime cost. 
Thus, with the help of an argument similar to that applied in the 
last paragraph, we obtain for the gross profit, the equation : 


where 7’; is the total amount of income taxes and 7’, that of 
capital taxes. 

Let us examine the effect of raising the rate of capital tax, 
the proceeds of which continue to be used for dole payments. 
Again according to our assumptions the investment J and the 
capitalists’ consumption C, remains unaltered immediately after 
the introduction of the new tax. Thus the first effect of the 
latter is such an increase of employment that the gross profits 
P rise by the amount of the increment of 7’,. 

Here, however, the course of events does not follow the same 
path as in the case of income taxation. It is not difficult to see 
that the increase of the rate of capital taxation does not tend 
to lower the net profitability of investment (which covers the 
risk) or to raise the rate of interest. Indeed, if somebody borrows 
money and builds a factory, he does not increase his own capital 
by this action and does not pay a greater capital tax. And if he 
ventures his own means, he also pays the same tax as he would 
if he abstained from investment. Thus the net profitability of 
investment is unaffected by capital taxation. Unlike income 
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tax, the capital tax is not a cost of production in the long run 
either. 

In the same way, everybody is ready to lend at the current 
rate of interest; for whether he lends money or not does not 
affect the capital tax he pays. 

Thus we see that the inducement to invest is not weakened 
by an increase of the rate of capital tax if the expected returns 
were the same as before. But because the gross profit P = 
(C.+1)+7;+ 7, has increased under the new taxation 
régime these expectations are improved. The inducement to in- 
vest is now stronger than before the introduction of the additional 
taxes. Investment consequently increases and causes a new rise 
of gross profit P and of employment. 

Curiously enough, capital taxation makes the gross profit rise 
not only by the total amount of this taxation, but also the in- 
come C, + I, which remains to capitalists after they have paid 
the taxes, increases significantly. (In the case of income taxation 
C, +I was slightly reduced and the gross profit increased a 
little less than by the amount of the taxation.) 

Whether the real wage-bill increases or falls depends, of course, 
as in the case of income taxes, on the elasticity of supply of wage- 
goods. The increase is, however, more likely to occur than in the 
case of income taxation, due to the stronger rise of employment. 

It follows from the above that capital taxation is perhaps the 
best way to stimulate business and reduce unemployment. It has 
all the merits of financing the State expenditure by borrowing, 
but is distinguished from borrowing by the advantage of the 
State not becoming indebted. It is difficult to believe, however, 
that capital taxation will ever be applied for this purpose on a 
large scale ; for it may seem to undermine the principle of private 
property, and therefore in this case, as in general, “ any govern- 
ment which had both the power and the will to remedy the 
major defects of the capitalist system would have the will and the 
power to abolish it altogether.” } 


London. 


Micuat KALECKI 


1 Joan Robinson, Review of R. F. Harrod, The Trade Cycle, Economic 
JOURNAL, December 1936. 


RAILWAY PASSENGER RECEIPTS AND FARES POLICY 


On May 1, 1933, the British Railways introduced the Summer 
Ticket, now called the Monthly Return Ticket. By so doing they 
made their first large-scale co-ordinated attempt to prevent further 
losses of revenue to the road services and to regain earlier losses. 
Long before this they had been providing special day excursion 
services and evening tours at fares often as low as }d. per mile, third 
class. But it was not until the summer of 1933 that travellers 
wishing to remain at their destinations for more than a few hours 
were granted any substantial concession in addition to those they 
had been enjoying for some years. At the same time, the restrictions 
on the use of excursion and other cheap-fare tickets—now regarded 
in railway circles as irritating and anomalous—were removed or 
considerably reduced. 

These innovations and changes in policy are collectively 
tantamount to general fare reductions, which are reflected in a 
redistribution of bookings over the various classes of tickets. To 


show the magnitude of the redistribution that has taken place 
in recent years a few figures are tabulated below. They are 
extracted from the Ministry of Transport’s Annual Railway 
Returns, and refer to the originating throughout receipts of the 
four main-line companies, excluding season tickets. 


Full Reduced 
Fares. Fares. Total. 


£000 £7000 £000 
35,166 25,501 60,667 


29,471 26,530 56,001 


21,788 31,336 53,124 
19,759 30,528 50,287 
16,054 29,791 45,845 
12,902 30,002 42,904 
8,777 34,576 43,353 
6,770 37,882 44,652 
6,519 39,564 46,083 


What has been the effect of the general reduction in the average 
fare on the gross passenger receipts of the railways? To provide 
the answer to this question is the purpose of this paper. 


1925 
1927 
1929 
1930 
1931 
1932 
1933 
1934 
1935 . 
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I 


Two distinct periods mark the post-War history of the railways. 
Firstly, there is the period of chronic disequilibrium—the period 
of commercial road motor development, during which the railways 
lost a part of their business in competition with road under- 
takings; and latterly, the period of new equilibrium, the post- 
road development period with an indefinite future. According 
to a number of tests relating rail receipts to various extraneous 
factors, the road passenger development period had come to an 
end by the beginning of 1931, except in the territory served by the 
G.W.R., where it appears to have ended in 1931 or 1932. These 
remarks refer, of course, only to competitive development that 
affected railway traffics. 

Up to that year, the change-over was attributable as much to 
the competition of facilities as to the competition of fares. The 
advent of the commercial road passenger motor has not therefore 
had the effect of increasing the elasticity of demand for railway 
passenger services to the extent that has sometimes been supposed. 
There is undoubtedly, however, an appreciable margin in which 
the competition of fares plays the principal part, and to this extent 
the elasticity of demand has increased. The transfer of business 
travel to private cars, which represented a substantial loss to the 
railways, came to an end at about the same time, leaving a residue 
of business travellers whose demand is probably very inelastic. 

Since 1930, the principal and almost the only factors influencing 
the trend of railway passenger revenues have been : 


(a) changes in the purchasing power of money, or, in other 
words, changes in the price level of counter-spending attrac- 
tions including travel by other means of transport ; 

(b) movements in the general prosperity of the spending 
public ; 

(c) the decline in the level of fares. 

For reasons that are given later, it is necessary to eliminate the 
two first before the effect of the third can be determined. 

As railway revenues are more sensitive to changes in the price 
level of travel by road than that of other goods and services, 
special allowance should be made for such changes; but there is, 
so far as I am aware, no satisfactory method by which this can be 
carried out. There is evidence for supposing that bus and motor- 
coach fares have remained fairly constant since the establish- 
ment of the Road Traffic Commissioners under the Road Traffic 
Act of 1930, and this factor may therefore be safely overlooked. 


— 
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The fact that the cost of providing and operating a motor car 
has declined, is probably not now of much significance. 

There is another important factor. The demand for travel by 
rail is very largely joint with, or dependent upon, that for suburban 
housing accommodation, and for such attractions as seaside 
holidays, sightseeing trips, sport and other entertainments. The 
demand for one varies directly as the demand for the other. It is a 
necessary and probably safe assumption of this study that the 
consumption of such housing and entertainments during the period 
under review varied entirely as a result of changes in (a) railway 
fares, and (b) the national income, the effect of which, as we shall 
see, is accounted for in the empirical formula expressing railway 
passenger receipts as a function of the national income. Changes 
in the price level of these spending attractions are of little signifi- 
cance, and so far as suburban housing in particular is concerned, 
they would be offset in the short period by corresponding changes 
in the rentals of town dwellings. Each item has_its peculiar 
features, with the result that the problem is of some complexity. 
But, generally speaking, railway fares are the major proportion of 
the total cost to the consumer, and therefore any change in the 
fare per mile is more effective than a like proportional change in 
the price level of the items themselves. 

For the purpose of adjusting the crude figures of receipts 
and fares necessitated by variations in the purchasing power of 
money, we may adopt the inverse trend of the Ministry of Labour’s 
Cost of Living Index without stretching the elementary principles 
of statistics too far.1_ The shortcomings of the Index regarded as 
an index of the consumption price level are appreciated. It is the 
nearest available approach to a consumption price index; and 
since the publication of Colin Clark’s National Income it has been 
subjected to considerably less criticism. 

The second factor also presents a difficulty. Railway passenger 
services are used by all classes of the community. Price and 


1 The usual practice in the deriving of demand curves is to adjust the price 
series by reference to an index of wholesale prices. For general adjustments, 
where the object is to correct the price series for fluctuations in the purchasing 
power of money, there is reason for supposing that a representative consumption 
index is a better basis—even when the subject is a non-consumption good such as 
pigiron. For changes in the purchasing power of money can logically be expressed 
only as the inverse of changes in the price level of consumption goods and services. 
(See Mr. Keynes, T'reatise on Money, Vol. I, pp. 57 et seg.) This does not extend 
to the correction of the price series of a non-consumption good for changes in 
the price level of a substitute or group of substitutes, except in so far as it may be 
advisable, before proceeding with such a correction, to adjust the price series of 
both the commodity and the substitute on the basis of a consumption price index. 

No. 187.—vo.. XLvu. HH 
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income elasticities of demand are high for the poorer classes and low 
for the well-to-do, but a measure of the value of either coefficient for 
any income group is not available. The effect of changes in the 
distribution of the national income cannot therefore be evaluated. 
Provided that there are no radical changes in the nature of taxa- 
tion and public expenditure, general reasoning leads one to suppose 
that, within a limited period of a few years, the distribution of 
income amongst the several classes is mainly a function of the 
factors that influence the trend of the total national income, so 
that an empirical formula relating passenger receipts and total 
income must necessarily account for the effect of normal redistri- 
butions. Variations in the total population and its constitution 
affect the equation in the long run, but between 1931 and 1936 
they were so small as to be of no account. For this purpose, the 
national income is taken to be the net income of the United 
Kingdom as defined and tabulated by Colin Clark in his National 
Income and Outlay for each of a number of years up to and 
including 1935. 

Changes in the level of railway fares expressed in terms of a 
uniform monetary unit are due to deliberate policy or extraneous 
factors; deliberate where they are the result of the efforts of the 
railways, and extraneous to the extent that the deliberate changes 
are enhanced or offset by movements in the purchasing power of 
money. As it is necessary to adjust both the aggregate receipts 
and the average fare to terms of a standard monetary unit, this 
distinction is important. For the principal object of this paper is 
to obtain the measure of the effect of deliberate policy on railway 
revenue since a given base year, all other things being equal, the 
measure of that effect being expressed as an increment (or decre- 
ment) of revenue representing the amount that would have been 
lost (or saved) if railway policy had been one of maintaining the 
average fare at a constant level. 

It is proposed to examine each of these factors in turn, but it is 
convenient first to describe the railway statistics used in the 


analysis. 
II 


The average of the two years 1931 and 1932 is adopted as the 
starting-point or base year. With the exception of the lines 
operated by the London Passenger Transport Board, the whole of 
the railways covered by the Ministry of Transport’s annual returns 
are taken into account. For these lines we require the total 
receipts from passengers including season-ticket holders, the total 


. 
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number of passenger-miles—which is a measure of the demand for 
services—and the average receipt or fare per passenger-mile, for 
each of the six years 1931-36. The first are complete in each 
year except 1936. The second, however, have been compiled for 
the month of September only, in each of the years 1923, 1927-30, 
1932 and 1934, and for the months of February and September of 
the years 1924 and 1925. Information regarding the third is also 
necessarily restricted to the same periods. 

From the published figures I have prepared estimates of the 
total number of passenger-miles travelled in each year, and 
tested them for accuracy of trend by reference to the average 
length of journey (the estimated number of passenger-miles 
divided by the published figure of passenger journeys) and the 
average train load (the estimated number of passenger-miles 
divided by the published figure of passenger train-miles), as well 
as by the average receipt or fare per mile (the amount of receipts 
divided by the estimated number of passenger-miles). For 1936 
all basic statistics had to be estimated on the basis of the actual 
figures of the four main-line companies, which, however, account 
for about 96 per cent. of the total. The three series are as follows : 


Passenger Estimated 
Year. Number of 
(as published). | Passenger-miles. 

£Mns. Mns. Pence. 
1931 54-20 17,480 0-744 
1932 50-91 16,880 0-724 
1933 51-13 17,450 0-703 
1934 52:27 19,180 0-654 
1935 53-75 20,740 0-622 
1936 55-75 21,860 0-612 


The increments or decrements of actual receipts to be examined 
are those revealed by a comparison of subsequent years with 
the average annual receipts in 1931 and 1932, that is, £52-55 mn. 
These differences are as follows : 


Year. £°000 

1933 — 1,420 

1934 — 280 

1935 + 1,200 

1936 + 3,200 


Although, in the sequel, variations in the real value of the pound 
are regarded as a factor contributing to changes in the total 
receipts, their elimination is in the nature of a preliminary adjust- 


ment. By re-standardising the Cost-of-Living Index to the base 
HH2 
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1936 = 1-00, and dividing the resulting numbers into the actual 
figures of receipts and the average fares, we have the two series 
expressed in terms of the pound at its value in 1936. The incre- 
ments or decrements of receipts as so adjusted are attributable 
entirely to changes in fares and national income—apart from 
accidental variations from the norm. 

The two adjusted series showing the increments and decrements 
of receipts in column 2, and the differences between these and the 
increments and decrements of actwal receipts in column 3, are as 
follows :— 


Passenger Receipts in 
Terms of £ of 1936. "shaaed Average Fare 
Year. Increments = £ 
Total Increase since and ™ 
. 1931-32. Decrements. 
(1) (2) (3) (4) 
£7000 £7000 £7000 Pence, 
1931 54,040 0-742 
1932 51,950 0-739 
1933 53,700 700 — 2,120 0-738 
1934 54,510 1,510 — 1,790 0-682 
1935 55,250 2,250 — 1,050 0-639 
1936 55,750 2,750 + 450 0-612 


The differences shown in column 3 represent the amounts by which 
the actual receipts have decreased or increased as a result of changes 
in the value of the pound—that is, in the price level of counter- 
spending attractions. 

In order to determine directly the extent to which fare change 
has contributed to the increases shown in column 2, we require at 
least two normal years during which the real value of the net 
national income was the same; that is, two years—not necessarily 
consecutive—between which the difference in receipts is attri- 
butable entirely to fare change. Apart from the vagueness of 
any real-value concept of so complex a quantity as the national 
income, there are serious objections to adjusting Clark’s estimates 
by reference to the Cost-of-Living Index. Even if we make such 
an adjustment, the results are not helpful. 

Again, if we proceed by first determining the effect of changes 
in net income, we require at least two normal years during which 
the average real fare was the same. This method appears to be 
the better of the two. It does not involve any objectionable 
concepts, and it provides three years—1931, 1932 and 1933— 
during which the real fare varied only slightly. 

However, an examination of the figures of receipts for these 
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years and a number of graphic tests shows that, relative to the 
average fare and the level of net income, only 1933 can be safely 
regarded as normal. Owing to the continued development into 
1931 of competitive road motor services, receipts in that year are 
higher than the post-development norm. For reasons which I am 
unable to determine, the figure for 1932 is subnormal, while the 
average of the two years appears to fall short of the norm by as 
much as £500,000. 

In order to overcome this difficulty, the L.M.S. Railway 
figures have been adopted, as they conform in both 1931 and 1933 
to the post-development norm. They constitute one-third of the 
total, and may therefore be accepted as representative. After 
adjustment to the total for Great Britain, the equation expressing 
passenger receipts as a linear function of the net national income 


in £mn. is 
y = 0:0004a + 51-44 

The graph of the true function rises to the right, and is concave 
downward, with a tendency to become parallel to the z-axis with 
each increment of income, and it is reasonable to suppose that 
within the limits of the arc under consideration the relation 
between the two values is linear. It should be kept in mind that 
the equation as written above is applicable only when the average 
fare approximates 0-74d. per mile in terms of the pound of 1936. 

After adjusting the series obtained from this equation for 
changes in the value of money, we have the trend of receipts 
attributable to changes in net income. This series, together with 
the increments since the base year and Clark’s estimates of the 
national income from which the equation is derived, is as follows : 


Trend of Receipts Attributable to Changes in National Income. 


Net Income. Receipts. fr me rw 30 
£mn. £000 £000 
1931-2 3,867 53,000 — 
1933 3,962 53,100 100 
1934 4,238 53,210 210 
1935 4,530 53,300 300 


As I have previously pointed out, the receipts in 1931-32 are 
subnormal to the extent of about £500,000. If the basic figure of 
£53-00 mn., which forms the starting-point of the series, is increased 
by this amount, the increases shown in the last column remain 
unaffected to the nearest £10,000. 

Apart from accidental variations the increments or decrements 
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of receipts now unaccounted for are attributable to changes in the 
level of real fares. In order to determine the effects of fare 
change in 1936, to eliminate the accidental variations and to 
calculate the increments attributable to the decline in the level 
of actual fares, the value of the coefficient of demand elasticity is 
required. For calculating this value, we require two years in 
which the receipts conform to the norm of the post-road develop- 
ment period, and in which the average fares are diverse. Two 
such years are 1933 and 1935. 

After the elimination of the changes due to variations in net 
income, the receipts in terms of the pound of 1936 for these years 
are respectively £53-60 mn. and £54:95 mn. From these figures 
we obtain the number of passenger-miles in each year, and thus 
complete the data required for locating two points on the demand 
curve :— 


1933. 1935. 
Passenger-miles (millions) . 17,430 20,638 
Average real fare per mile (pence) - : 0-738 0-639 


Although for a low fare the elasticity of demand is probably 
lower than for a high fare, the variation of the coefficient over the 
short arc of the demand curve within the extremes of the fares 
under review is necessarily slight. Unfortunately, the data of a 
third normal year are not available in support of this statement. 
But whether it is true or not, the constant elasticity basis provides 
a key to the problem superior in.every way to the only alternative 
method, which assumes that the demand function within the 
short are is linear. As the arc of the true curve, however, lies 
between the two, albeit in a position more proximate to the con- 
stant elasticity curve, the latter may be used as a rough test of 
accuracy of the results obtained from the former. 

The equation to the constant elasticity curve is 

= & 
where x is the quantity, y the price, and n the coefficient of 
the elasticity of demand.? By calculating the value of n from 


1 The elasticity of demand for any commodity or service is far less sensitive 
to price change than is generally supposed. A number of investigations in fields 
other than travel by rail, in which I used a method that does not conceal the 
curvature of the demand curve, leads me to suppose that the true curve approxi- 
mates more closely to the curve of constant elasticity than to any conceivable 
straight line, and that for a short arc the approximation is so close that no 
difference can be detected. It is not improbable that to all intents and purposes 
the elasticity of demand for the range of fares under review was constant through- 
out the arc of the true curve. 

2 See Marshall, Principles—Note IV of the Mathematical Appendix. The 


coefficient of demand elasticity, n, isn = — ¥ -. 
way 


4 
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the data for any two points on the demand curve, we obtain in 
effect the numerical value of a form of arc elasticity which applies 
to either a rise or a fall in price. 

By using this equation, we calculate the coefficient of demand 
elasticity for the arc under review :— 


log 17, om + n log 0-738 = log 20,638 + n log 0-639 
n == 1-17 to three significant figures. 


The value of k can now be solved :— 


log k = log 17,430 + 1-17 log 0-738 
*, k = 12,220. 


With these additional data we may now proceed to calculate 
the number of passenger-miles for other years. For the average 
of 1931-32, for instance :— 


hg @ + 1-17 log 0-74 = log 12,220 
x = 17,380 (in millions) 


For 1934 and 1936 the corresponding figures are (in millions) 19,130 
and 21,700 respectively. Conversion to gross receipts is affected 
by using the average real fare per mile in each year. 

By the linear method we find that the equation that satisfies 
the chord dissecting the demand curve at the co-ordinates for 1933 
and 1935 is :— 

x = 41,344 — 32,403y. (in millions) 
The calculated values of x are : for 1931-32, 17,370; 1934, 19,250; 
and 1936, 21,510. 

The following table gives a side-by-side comparison of the 

amounts of receipts as calculated by the two methods. 


Trend of Receipts due to Decline in the Level of Real Fares. 


From Constant 
Year. Elasticity | From Linear | pitoronce. 
Function. 
£7000 £000 
1931-32 (Av.) 53,590 53,560 30 
1933 53,600 53,600 
1934 54,360 54,700 340 
1935 54,950 54,950 
1936 55,340 54,850 490 


It will be observed that in the second column the receipts 
for 1936 are lower than those for 1935. The fare corresponding 
to unit elasticity on the linear basis is 0-638d. per mile, which is 
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slightly below the level current in 1935, and much above that 
current in 1936. The question therefore arises as to whether the 
railways had not by 1936 gone too far with their policy of reducing 
fares to maximise passenger revenues. At this stage the question 
must remain unanswered, but it is proposed to examine it later. 
In the meantime we resume the analysis on the basis of the 
constant elasticity function. 

From the first column of the above table it will be seen that 
the increases in receipts attributable to the decline in the level of 
real fares from the average of 1931-32 are :— 


Year. £7000. 
1933 10 
1934 770 
1935 1,360 
1936 1,750 


and it now remains for the analysis to be made of these figures 
between the effect of deliberate policy and the effect of the 
adjustment made for variations in the price-level of counter- 
spending attractions. For this purpose all that is necessary is the 
application of the elasticity coefficient of 1-17 to the series of 
unadjusted average fares. There is no need for a revised value of 
the constant k to be solved, as the original equation 


— 12,220 
may be used provided the small adjustment, by standardising to 


the accepted normal receipts (£53-59 mn.) of the base year, is 
effected. The results are contained in the table below. 


1931-2 | 1933 | 1934. | 1935. | 1936. 


(average). 

(1) Level of actual fares (pence) 0-734 0-703 0-654 0-622 0-612 
(2) Passenger-miles (mns.) . 17,550 | 18,450 | 20,080 | 21,300 | 21,700 

(3) Total receipts : Unadjusted 
= (1) x (2) (£000)... 53,670 | 54,040 | 54,720 | 55,200 | 55,340 

(4) Total receipts: Adjusted 
= (8) x 23308 (£7000) . | 53,590 | 53,960 | 54,640 | 55,120 | 55,260 

(5) Increase in receipts since 

1931-2: 

(a) Effect of actual fare 

change (£000) . +370 |+1,050 |+1,530 |+1,670 


(b) Difference between effect 
of real and actual fare 
change (£7000) . . — —360 — 280 —170 +80 


The figures in the last line represent the extent to which receipts 
have increased or decreased as a result of the effect on the level 
of fares of changes in the price level of counter-spending attrac- 
tions. Those in the penultimate line may be regarded—subject 
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to the observations made later—as the gross gains resulting from 
the policy of reducing fares. In other words, if the actual as 
distinct from the real fare had remained constant at the average 
level prevailing in 1931-32, the gross receipts would have been 
smaller by these amounts than in fact they were. 


IV 


A tabular statement of the analysis showing the extent to 
which each factor has contributed to the variations in passenger 
receipts relative to the actual average of 1931-32, and the balance 
unaccounted for, is given below. It not only constitutes a con- 
venient summary of the results obtained; it also sheds some light 
on the question regarding the reasonableness of the constant 
elasticity function as a basis of interpolation and extrapolation 
within the limits of a short are of the demand curve when the 
underlying data are restricted to a small number of observations. 

Distribution over Causal Factors of Increments, ( + ), and 

Decrements, ( — ), of Passenger Receipts compared with the 

Annual Average of the Years 1931 and 1932. 


1933. 1934, 1935. 1936. 


£000 £°000 £7000 


Adjustment of 1931-32 to norm. . +590 +590 +6590 +590 
Adjustment of fares and receipts to 

£ of 1936 . —2120 —1790 —1050 +450 
Readjustment of fares from £ of 1936 

to actual . —360 — 280 —170 +80 
Deliberate fare reductions : : +370 +1050 +1530 +1670 
Changes in national income . : +100 +210 +300 410 
Balance unaccounted for — 60 } + 


Total increase or decrease in actual 
receipts. —1420 —280 +1200 +3200 


The limitations of the underlying data do not prevent the 
admittance of these figures as being reasonably accurate, with the 
possible exceptions now to be considered. 

Of the increments due to deliberate policy, those recorded for 
1933 and 1935 may be slightly under-stated, as the true co-ordinates 
for 1931-32 lie to the left, along a horizontal line, of those adopted 
as the starting-point of the series. This error is due to the coeffi- 
cient of the elasticity of demand being greater for the high level 
of fares ruling in 1931-32 than that used in the calculations. It 
reflects itself in the adjustment of the average for those years to 
the norm indicated by the constant elasticity function. As the 
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linear function suggests an addition of £560,000—compared with 
£590,000—the maximum error does not in all probability exceed 
£10,000. 

The increment recorded for 1934 is also under-stated. There 
is not only the difference in the base year, but the true co-ordinates 
for 1934 itself lie to the right of those underlying the increase shown 
in the table. It will be observed, however, that there is already 
a negative balance for that year. If we make any positive 
addition to the increase in question, we automatically make a 
negative addition of like magnitude to the balance. But in view 
of the fact that the figure derived from the linear function exceeds 
the tabulated increment by £340,000—in addition to the £30,000 
difference in the base year—the adjustment required may be in 
the region of £100,000, which approximates 10 per cent. of the 
recorded increase. Taking the two figures as the possible minimum 
and maximum, we may restate the increment in 1934 as 
£1,100,000 + 5 per cent. 

This leaves the increment in 1936 as the only one open to serious 
doubt. It will be seen from the table that net income and the 
balance together accounted for an increase of £410,000. Assuming 
the balance to be negligible, we have to decide whether this figure, 
regarded as entirely attributable to an increase in net income, is 
reasonable or otherwise. To my way of thinking it cannot be 
much greater, so that any adjustment within reason would not 
substantially reduce the increment tabulated as due to fare 
reductions. Returning to the linear function, and still assuming 
the balance to be negligible, we have a residual increment attribut- 
able to the growth of net income amounting to £900,000. It is 
highly improbable that the actual effect of the growth of net 
income reached anything like so high a figure. We are compelled 
then to draw this conclusion: that while the coefficient of demand 
elasticity was lower than 1-17 in 1936 for the average fare of 
0-612d., it probably did not fall below unity—that the actual 
increase in receipts in 1936 exceeded that in 1935, but by what 
amount must remain for the time being uncertain. 


V 


We have seen that from the point of view of the maximisation 
of gross passenger revenues, the reduction in the average level of 
fares to the average of 0-622d. per mile in 1935 was undoubtedly 
sound policy, and that the continued reduction to 0-612d. reached 
in 1936 was probably so. In view of these conclusions, some 
comment is called for on the railway companies’ proposals to raise 
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rates and fares “ by 5 per cent. or thereabouts.” 1 Can it be 
reasonably claimed on financial grounds that the proposed 
reversal of policy is justified? There are, I think, at least two 
reasons for supposing that it is. 

Firstly, the actual average fare in 1937 cannot be higher than 
that of 1936—in all likelihood it is lower. Throughout the early 
months of the year, up to the time of writing, the value of the 
pound in terms of consumption goods has been falling, so that the 
real fare in 1937 is unquestionably lower than was the average in 
1936, when unit elasticity had all but been reached. Any 
appreciable decline below the latter will, ceteris paribus, be 
accompanied by a fall in total receipts. 

Secondly, the chief concern of the railways is the maximisation 
not of gross but of net revenue, the maximum values of which 
are not the simultaneous product of the same level of fares. As is 
well known, the fare that attracts the former is that which corre- 
sponds to unit elasticity. It is perhaps not so well known— 
especially amongst the managers of sales departments—that except 
where the total cost remains constant for different rates of output 
of services, the fare that attracts the maximum net revenue is 
necessarily higher. How much higher depends on the rate at 
which total costs increase with each increase in the rate of out- 
put, which may readily be proved geometrically by plotting the 
aggregate demand curve and the aggregate cost curve on the same 
scales, the amounts of the receipts and costs, instead of the usual 
unit price (or fare) and unit cost, being measured on the y-axis 
and the number of passenger-miles on the z-axis. The former is 
concave downward; the latter is linear (unless discontinuous) and 
rises to the right. The maximum net revenue is obtained by 
the fare which corresponds to that value of x for which the slopes 
of the two curves are equal. Since the cost curve rises to the right, 
this particular value of x is smaller than that at which gross 
receipts are at a maximum. And since the demand curve is 
concave downward, the corresponding fare is higher. For this 
purpose only the slope of the cost curve—as distinct from its 
actual position—is required. In view of the impossibility of 
dividing supplementary costs between goods and passenger 
services, this fact in practice is encouraging. 

If the constant elasticity function applies to the observed are 
of the demand curve, we have for the total real outlay, w, of 
consumers in unit time. 


1 The Times, May 20, 1937. 
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Let the equation to the aggregate cost curve be 


=ax+b 
Then the fare, y,,, that attracts the maximum net revenue is 
an 
Yn —1 


It will be seen that 


(a) if n<1, the resulting value of y,, is in practice 
impossible ; 

(b) if n = 1 and a = 0, all fares attract the same net 
revenue ; 

(c) if mn = 1 and a>0, y,, is infinitely great ; 

(d) only when n>1 is the achievement of y,, a practical 
proposition. 


According to this formula, and on the assumption that n = 1-17, 

the net revenue of the railways from passengers was at a maximum 

in 1936 only if the variable cost per passenger-mile, a, was 0-089d. 
EK. J. BrostEer 


THE LONDON BUILDING INDUSTRY AND ITS LABOUR 
RECRUITMENT THROUGH EMPLOYMENT EXCHANGES 


SomE unemployment must always arise from imperfect know- 
ledge of market conditions and from costs of movement. The 
original Labour Exchanges of pre-war days were designed to 
minimise this frictional unemployment, and the essential function 
of the present Employment Exchanges, quite apart from their 
additional work in administering the Insurance Acts, is still to 
promote labour mobility. As a necessary part of their activity 
as placing agencies, the Exchanges keep detailed records of 
all vacancies notified to them and filled by them, records providing 
a valuable source of information about discrepancies between the 
demand for and the supply of various grades of labour. During 
a period of trade boom, such as that now experienced, it is of 
considerable interest to discover to what extent the increased 
demand for workers is satisfied without difficulty and to assess 
the various factors which explain delay in filling vacancies. Is 
the labour force sufficiently mobile to meet the ever-changing 
demands of entrepreneurs? How important are maladjustments 
between demand and supply in different localities? What are 
the methods usually adopted by large and small employers in 
recruiting their workpeople, and do the practices of public 
authorities such as local Councils differ from those of private 
undertakings? The data furnished by the placing sections of 
Employment Exchanges enable us to attempt to answer these 
questions. 

I 


We propose in this article to take the Building and Public 
Works Contracting Industries in London and to analyse the 
vacancies filled by representative Exchanges in June 1936.1 

Our study has a greater importance than might appear at first 
sight. Building workers in London comprise over one-fifth of all 
such workers in the United Kingdom and account for nearly 


1 We wish to express our indebtedness to Sir William Beveridge for his 
initiative in connection with this inquiry, and to the Ministry of Labour for 
permission to use the records of the Exchanges. We take sole responsibility 
for the use of the data and for the conclusions drawn from them. The inquiry 
has been conducted under the auspices of the Economic Research Division of 
the London School of Economics. 
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10 per cent. of the total insured population (male and female) of 
London. Fluctuations of employment in this industry must 
exercise a powerful influence on the labour market in London. 
Further, June 1936 marks a peak of building activity in a boom 
year. On comparing (Table I) June 1936 with June 1929—in 
many respects a similar period—we find that important changes 
have taken place. The number in employment was considerably 
larger in June 1936 (187,823) than in the earlier month (161,210), 
and this expansion has affected the demand for skilled men much 


TABLE I 
Employment and Unemployment in the London Building Industry .+ 


Percentage of All in Percentage 
Employment. Unemployed. 
Occupation. ~ 

June June June June 

1929. 1936. 1929. 1936. 
Carpenters. 10-7 11-0 4-1 
Bricklayers . : 6-5 7:7 2:3 4:2 
Plasterers 2-7 3-9 4-0 
Plumbers 2-6 3:3 6-9 7-5 
Masons, Tilers 1:6 1:3 — — 
Painters 15-7 16-2 7:3 9-2 
Labourers and Miscellaneous . 60-1 56-6 76 11-3 
All Building Workers ‘ 100-0 100-0 6-9 9-3 


1 The figures of Table I, kindly provided for us by the Ministry of Labour, 
relate to male workers (16-64) in the Building Industry, and exclude men 
engaged in Public Works Contracting. The London area is that of the London 
Division of the Ministry of Labour up to August 1936. The present London 
region is rather larger. 


more favourably than that for the unskilled. Further, our later 
analysis shows that there was a marked scarcity of building 
craftsmen in the summer of 1936. Despite this, the recorded 
percentages of skilled men unemployed was higher in June 1936 
than in June 1929. It appears that unemployment due to 
frictional and personal factors is more serious in the present 
boom than in 1929. 
II 


Our inquiry is based on information obtained by vacancy 
officers in the ordinary course of their work. When an employer 
communicates with an Exchange, he is asked for certain particulars 
about the jobs he wishes to fill; and these, together with the date 
and time when the notification is received, are entered on an 
“order card.” Workers submitted are given “ introduction 
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cards” to present to the employer at the place named. The 
employer should return these cards to the Exchange, stating 
whether he accepts the applicants and the dates of starting work, 
but, if he omits to do this, he is bombarded with “ follow-up ” 
forms and, possibly, telephone calls. The order card cannot be 
“cleared ” until evidence has been received that all vacancies are 
filled or cancelled. The cleared card contains details of the 
employer’s requirements (the type of worker, the wage-rate and 
hours, the duration of the job and special qualifications necessary) 
and shows the names of all applicants, the dates when they are 
sent, the Exchanges at which they are registered and the dates 
on which the successful ones start work. 

If there are no suitable men on the local register, various 
methods exist for tapping other supplies of labour—by “ circulat- 
ing ” orders to adjacent Exchanges, to all offices in the Division 
or all over the country. In this way, workmen from one area are 
moved to jobs in another and a “ non-local placing ” is recorded 
at the Exchange where the vacancy was originally notified. 

We are able to study, therefore, the time-lags between the 
notification of vacancies and the placing of workpeople, and the 
range and direction of the movements of labour for any given 
area. 

A special feature of the London Building Industry is that it is 
served by a central office located in Tavistock Street—the London 
Building Trades Exchange. The Tavistock Street office handles 
all vacancies notified by building firms within a certain Central 
Area and also acts as a “clearing house”’ over a much wider 
field than its own district, by receiving orders from outside 
employers and by assisting other Exchanges which find difficulty 
in submitting building workers. The Central Exchange has a 
ready command over labour from all parts of London, since 
many building operatives make a point of calling and since a 
“surplus labour list” is prepared and revised daily to show the 
location of all grades of unemployed workpeople in the industry. 

It is important to know what proportion of all building 
vacancies are filled through the machinery of the Ministry of 
Labour. We need. the total number of vacancies, so that we may 
express the Ministry’s placings as a percentage of it. Every time 
an unemployed man receives a job, he recovers his unemployment 
book by handing to his Exchange the receipt which has been in 
his possession while out of work. Some of the receipts returned 
to one office will relate to jobs in other areas, and conversely. A 
bilateral exchange of receipts is effected and each office has a 
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record of every occasion when an unemployed man re-started 
work within its own area. This information is confined to wholly 
unemployed insured workers. Comparing the number (n) of 
building workers for which an Exchange has “‘ evidence of placing ” 
with the total (1) of all engagements, we have our Placing Index, 
I = 100 x I exaggerates slightly the part played by the Ministry 
in filling vacancies in a particular area, since n includes and NV 
excludes temporarily stopped workers and non-claimants.!_ But, 
in the building trade, the error cannot be more than 5 per cent. 
even in the Central Area, 

Estimated over the period January—June 1936, the Placing 
Index for the whole London building trade is 30-25—roughly 3 
operatives out of every 10 being placed by the Ministry of Labour. 
A veil is drawn over the recruitment of the remaining 70 per cent. 
Some employers prefer to pick and choose from among a crowd of 
work-seekers at the gates; others find it necessary to keep in 
direct contact with a corps of experienced workers—a practice 
characteristic of both the largest and the smallest firms. More- 
over, not a few building employers recruit a good proportion of 
their workers through Trade Unions, the extent of whose placing 
activities is often overlooked. Such organisations as the Amal- 
gamated Society of Woodworkers are in touch with certain firms, 
and part of the duty of their officials is to administer the placing 
department. Here the personal touch is important. If a keen 
Union official has received numerous orders during the day, he 
may visit the branches of the Union which happen to be meeting 
that evening and there quickly mobilise the available unemployed. 
Unfortunately no statistics are kept and it is impossible to estimate 
the magnitude of these interesting activities. Our inquiry, 
therefore, is limited to that part of the total field which is available 
for empirical study. It is maintained that the part covered is 
substantial enough to provide significant conclusions. 

Turning to the Placing Indices for separate areas, we find 
that a high index is obtained in all new housing or industrial 
districts—Barking, Bexley Heath and Bromley, Finchley, Hendon, 
Richmond, Romford and Sutton on the one hand, and Dartford, 
Erith, Dagenham, Grays, Hounslow and Southall on the other. 
Relatively low placing activity is found in eastern areas, such as 


1 Non-claimants are men not previously unemployed or out of work for 
such short periods that they do not lodge their unemployment books. An 
appreciable number of such workers is recruited (mainly through Tavistock 
Street) in the cases of such skilled operatives as bricklayers and plasterers. 
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East Ham, Camberwell, Hackney, Poplar and Stratford, which are 
‘stagnant ” as regards new building. The more central eastern 
districts (Bermondsey, Shoreditch and Stepney) are above the 
average. 


Ill 


In this inquiry, the occupations of the Building and Public 
Works Contracting Industries! are classified into three major 
groups and a number of sub-groups @ as follows : 


Labourers (1) General building and contracting labourers. 
(2) Navvies and gangers. 
(3) Painters’ and tradesmen’s labourers. 
(4) Scaffolders, timbermen, concreters and mixer 
drivers, pom-pom men (pneumatic drill opera- 
tors), crane drivers. 


Painters (1) Painters and decorators. 
(2) Paperhangers. 


Tradesmen (1) Carpenters, joiners, concrete shutterers, wood 
carvers, sawyers and wood machinists. 
(2) Bricklayers and builders’ handymen. 
(3) Plumbers, fitters and glaziers. 
(4) Plasterers, tilers (roof, floor and wall) and 
masons. 


The London region is the new Division of the Ministry of 
Labour (August 1936), divided for our purpose into three parts. 
The Central Area is that within which the London Building Trades 
Exchange has a monopoly of placing; the Jnner Area comprises 
fifteen Exchanges around the centre and within about 5 miles of 
Charing Cross; the Outer Area includes the remaining thirty-three 
offices lying approximately between 5 and 15 miles from Charing 
Cross. Table II shows that the vacancies filled by the Exchanges 
in the three areas are roughly in the ratio 1: 3:6 and that the 
Placing Index rises from the centre outwards. 


1 These comprise the construction, maintenance and repair of domestic, 
commercial, industrial and public buildings, and contracting for such public 
works as roads and bridges (but not railways). The Building and Public Works 
Departments of Local Authorities and the building departments of large firms 
are included. 

2 We exclude workers who, from the point of view of building proper, are 
miscellaneous, e.g. steel erectors, french polishers, general foremen, clerks and 
timekeepers. Our total of building workers does not strictly correspond to that 
of the Ministry of Labour. 
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II 
Recruitment of Building Labour, London, Jan.—June 1936. 


Engagements of | Vacancies Filled 
by Exchanges Placing 
(4 weeks’ (4 weeks Index. 
average). average). 
Central Area 3,327 747 22-45 
Inner Area . x : 8,081 2,271 28-1 
Outer Area . 13,597 4,547 33-4 
London 25,005 7,564 30-25 


It was impossible to analyse the vacancies filled by all Ex- 
changes, and a representative sample of offices was, therefore, 
taken. We have examined all building vacancies notified by 
firms in the sampled Exchange areas during June 1936, a period 
when the industry was particularly active. From the informa- 
tion on the order cards we measure, for each placing, the interval 
between the date when the employer notified the vacancy and 
the date when the successful applicant started work. The 
computation makes allowances for week-ends, holidays and the 
receipt of orders late in the afternoon,? and, since the practice of 
Local Authorities in recruiting labour is exceptional, their noti- 
fications are excluded from the figures relating to the placing 
interval. 

We need some single index of the delay in meeting that part 
of the demand for labour in any area which is expressed through 
orders to the Exchanges. Since we can assume that there is 
little or no delay when the interval is not more than one day, we 
can express the number of workers starting work after a lapse of 
two days or more as a percentage of the total number placed and 
obtain our Index of Placing Delay (I.P.D.). Two other indices 
can be considered in conjunction with the I.P.D. The first is the 
Percentage of non-local recruitment, indicating the extent to which 


1 The Central Area is covered completely by the order cards at Tavistock 
Street. The offices selected for the Inner and Outer Areas are shown in Table V 
below; the new housing estates and industrial developments are well covered 
and the older building areas, particularly in the east, are deliberately excluded. 
June 1936 is the month (the four weeks, May 26 to June 22 inclusive) taken by 
the Ministry of Labour for statistical purposes, 

2 Intervals are calculated after omitting Saturdays, Sundays and Whit- 
Monday. Orders received after 3 p.m. are counted as if notification were made 
on the following day, except when it happens on Fridays. Thus, when a man 
starts work on a Monday, there is a placing delay of one day if the order was 
notified after 3 p.m. on the previous Thursday or at any time on the Friday, 
and no delay if the order was received on the Saturday. If anything, these 
allowances err on the generous side. 
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workers registered at outside offices are placed in jobs in the area 
of a given Exchange. The second is a guide to the quantities of 
various types of labour available in a given area. For any occupa- 
tional group, a comparison of the number unemployed (on June 22, 
1936) in a given area with the average number of vacancies notified 
per day in the month of June gives the Supply Ratio. For 
example, in respect of carpenters in the Borough Exchange 
area, the Supply Ratio is defined as the number of carpenters 
registered as unemployed (June 22, 1936) divided by the number 
of vacancies in this occupation notified in Borough, reckoned per 
working day in June (excluding Saturdays, twenty days in all). 


IV 


A preliminary survey of the results of the analysis, without 
distinguishing between different occupations, is given in Table III. 
The Index of Placing Delay (I.P.D.) is 10 per cent. in the Central, 


IIT 
All Building Workers, Sample Inquiry, London, June 1936. 
Central Inner Outer 
Area Area Area 
Total workers placed ‘ 835 1,750 1,408 
Placing Index 22-45 28-5 38-75 
Live Register (June 22. 1936) . : - 170 4,305 1,805 
Supply Ratio 3-6 44-2 23-9 
Percentage non-local recruitment 87-7 36-7 18-4 
with interval of— 
ay 38-0 34-9 32-9 
1 day 52-1 47-2 48-5 
2 days é 6-2 11-9 10-4 
3 and 4 days 2-5 4:5 4:8 
5 days and over . 1-2 1:5 3-4 
Pts placing interval (days) 0-811 0-931 1-277 


1 Certain qualifications must be borne in mind in using Supply Ratios to 
measure relative labour supplies, For labourers and similar workers the number 
of vacancies notified, and hence the supply ratios, will depend somewhat upon 
the prevalence of short-term jobs of a day or two. In the absence of information 
about the velocity of circulation of workers on the register, we cannot correct 
the ratios to allow for this difficulty. This would only have a serious effect if 
the particular methods of recruitment adopted by Local Authorities were to 
dominate the activity of an Exchange. We have reason to believe that this is 
not the case. Another defect is the fact that workers classified under Public 
Works Contracting are excluded from the numbers unemployed, but are included 
among the vacancies notified. For this reason the supply ratios for labourers 
(particularly navvies) will be generally below their correct values. The total 
on the live register refers to a spot date not necessarily typical of the whole 
month, and we cannot allow for the proportion which is inevitably unsuitable 
for the jobs notified. We believe, however, that, in spite of these weaknesses, 
the construction can serve a useful purpose. 
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18 per cent. in the Inner and over 18 per cent. in the Outer Area ; 
demand is met more quickly in central London than elsewhere. 
It is significant that in building, where entrepreneurs’ require- 
ments are such that they must be satisfied speedily or not at all, 
no less than one worker in five or six outside the centre of London 
is placed with some delay. The proportion of very long intervals 
(five days and over) is much higher in the Outer than in the 
Inner Area. The Supply Ratio, an index of the relative avail- 
ability of labour, is small in the Outer as compared with the 
Inner Area. The low Ratio for central London means nothing, 
since the whole point of the Tavistock Street office is to act as a 
clearing house, and its live register does not play the same part 
as it does in an ordinary Exchange. 

A more detailed analysis will bring out the full significance of 
these results. Table IV shows the placing interval divided into 
the components indicating the lag between notification and send- 
ing, and between sending and placing, for the occupational groups 
in the three areas. The I.P.D. is not in itself a sufficient guide to 
the extent of delay, as is seen from the fact that the value for 


TaBLe IV 

Workers by Occupational Groups, Sample Inquiry, London, 
June 1936. 

Central Inner Outer 


Area, Area, Area. 
i 
Percentage placings with intervals of two days and over. 


Labourers. Interval— | 
Notification-submission 
Submission-placing 
Total placing interval . 

Painters. Interval— 
Notification-submission 
Submission-placing 
Total placing interval . 

Tradesmen. Interval— 
Notification-submission 
Submission-placing 
Total placing interval . 
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labourers in the Inner Area is due to an unusually large number of 
(1 + 1) intervals, i.e. one day from notification to sending plus 
one from sending to placing. The delays are small for labourers 
and quite large for tradesmen in all areas. The results in respect 
of painters are interesting. In the Central and Inner Areas, their 
I.P.D. corresponds to that of labourers, but in the Outer 
Circle they are more akin to tradesmen. We may distinguish 


1937] RECRUITMENT IN THE LONDON BUILDING INDUSTRY 473 


two groups: (1) Labourers (all areas) and painters (Central and 
Inner Areas); (2) Tradesmen (all areas) and painters (Outer 
Area). The vast majority of men in the first category are sent 
on the day of receipt of order and start work either on the same or 
the following day; the Exchanges have no difficulty in finding 
and submitting workers. The evidence of delay is much more 
marked in the second group; the I.P.D. for tradesmen is nearly 
30 per cent. outside the centre of London. The vacancy officers 
do not find it easy to satisfy the demand for skilled men (or for 
painters in the Outer Area) and there is, in addition, often a lag 
even after the men are sent. 

Table V is intended to exhibit the relations between our three 
indices—the I.P.D., the Supply Ratio and the Percentage of non- 
local recruitment—over the separate Exchange Areas. The 


TABLE V 
Workers in Separate Exchange Areas, Sample Inquiry, London, 
June 1936. 
King’s Shore- 
Central | Cross, Borough,| ditch, | Inner 
Area. Road. | Green. Brixton. Step- Area. 
Labourers— 
LP.D. 40 12:5 47 18-25 9-3 13:6 
Supply Ratio 31 75-3 102°5 60-8 39-4 72-0 62:3 
Percentage non- -local_ re- 
cruitment . 84-7 19-3 39-6 16°45 36-2 25:6 
Painters— 
LP.D. 51 6-4 11-5 45 16-7 7-55 
Supply Ratio" 238 32:9 52-4 55-5 46-7 45:0 
Percentage non- ‘local 
cruitment . 89-8 42-5 48-2 22-4 20-75 36:25 
Tradesmen— 
I.P.D. 19-45 31-2 24-2 30-9 2-8 41-4 
Supply Ratio 46 22-1 22-6 24-8 22:9 12:2 21-1 
Percentage non- ‘local re- 
cruitment . = 88:5 53-4 57-3 54-2 44:8 58-5 53-2 
Totten- Be xley 


ham, Hen- [¢ : Heath, | Rom- Outer 
Southall.) Sutton. | Brom. | ford. Aiea 


Wood don. 


Green. ley. 
Lahovrers— 
LP.D. 11-0 6-2 75 8:95 13-5 19-7 11:85 
Supply Ratio" 69-2 25:5 36-0 41-6 9-8 15-2 
Percentage non-local re- 
cruitment . 9-7 6-2 11-2 6-45 24-5 3-15 11-4 
Painters— 
LP.D. 58 24-5 26-4 77 10-9 15:8 17-05 
Supply Ratio" | 736 7-2 11-1 34:8 49 41-0 2-0 
Percentage non- “local re- 
cruitment . 26°5 _ 77 37-5 5:3 18:5 

P.D. 31-55 18-9 51-0 75 35-4 29-1 
Ratio 22:5 19-6 11-7 33-9 64 12-6 16-6 
Percentage non- -local re- 

cruitment . 22-9 11:3 35:3 15-0 55-2 8-8 28:8 


variations in each index are surprisingly marked from one area 
to another. The differences in the available supplies of labour at 
various centres are particularly interesting. Labourers, for 
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instance, are plentiful in Edgware Road and scarce in such distant 
areas as Romford and Bexley Heath-Bromley. There is a remark- 
able unevenness in the availability of painters in the Outer Circle ; 
Tottenham—Wood Green have a plentiful supply, Hendon and 
Bexley Heath suffer from a scarcity. The range of the supply 
ratios affords a revealing sidelight on the lack of correspondence 
between local supply and local demand for different workers and 
the consequent need for a high degree of mobility. The extent 
of non-local recruitment, falling from the centre outwards, is 
generally lower for each area for labourers than for painters and 
tradesmen. It is surprisingly high for craftsmen in most 
districts. 

There is, as we expect, an inverse correlation between varia- 
tions in the I.P.D. and the Supply Ratio over different areas. 
But the relationship between the index of delay and the extent 
of outside recruitment is more involved. For any given ratio of 
the local supply to the local demand, we may say that the 
“importation ” of the most suitable and readily available workers 
from outside tends to diminish delay, the use of ‘ foreign ” 
sources making the supply better adapted to meet employers’ 
requirements. But, if it is necessary to place many outside 
workers (e.g. when the local men are few or unsuitable), then the 
difficulty of bringing them from farther-and farther afield may 
give rise to a considerably larger placing delay. 

In the case of labourers (and painters in the Inner Area), the 
time-lag is generally small, local supplies plentiful and “ foreign ” 
recruitment limited. But the delay in placing may be even 
smaller, for a given level of supply, if a certain number of workers 
are “imported.” Long time-lags become more numerous when 
the local supply is restricted (small supply ratio) and outside 
recruitment low. For tradesmen (and painters in the Outer Area), 
there is appreciable delay, local supplies are small and outside 
sources freely tapped. When an Exchange, with few suitable 
men available, has to recruit more “foreigners” than usual, 
the delay in placing can be considerable. 

An examination of the indices of placing delay for the occupa- 
tional sub-groups in the three areas disclosed some striking facts. 
General labourers are quickly mobilised for work in every district. 
But painters’ and tradesmen’s labourers have an 1.P.D. of nearly 
25 per cent. in the Outer Area (compared with only 3 per cent. in 
the Central Area) and this value is higher than that for carpenters. 
There is strong evidence of delay in the placing of bricklayers, 
about one-third of these craftsmen being delayed two or more 
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days in the central and inner districts and nearly one-half in the 
outer ring.+ 


V 


We can distinguish the following influences making for delay 
in meeting the demands for building labour : 

(1) Scarcity of Workers. When the local demand exceeds the 
readily available supply of a particular grade of workers, many 
vacancies are only filled after delay, either when local labour is 
released or when more distant supplies are utilised.? 

(2) Non-standard Wages or Hours. An employer who offers 
wages below, or specified hours above, the recognised standard 
must expect some delay in meeting his requirements.* 

(3) Workers Submitted without Delay but not Engaged. The 
successful applicant is here placed after a time-lag because 
workers were sent before him and failed to report or to satisfy 
the employer. The placing delay is of a “ frictional” nature if it 
does not come under the two previous headings.* 

(4) Large Orders. When an employer notifies many vacancies 
for the same kind of worker at one time, the number of placings 
recorded with delay usually exaggerates the real position. The 
order, for example, may cover all the jobs the employer wishes 
to fill during a period of time, the men being sent in daily batches. 

(5) Advance Notifications. If a vacancy is notified more than 
one day before that on which the employer states the man is to 
start, and if the man is actually at work on the day required, 
then the recorded placing delay is fictitious, at least from the 
employer’s point of view.° 

These factors cannot be defined with a precision sufficient for 
detailed statistical analysis. But the order cards of the sample 
inquiry, without providing complete results, give some indication 


1 About sixteen bricklayers are sent by Exchanges for every ten vacancies 
notified outside the centre of London and only eleven or twelve in the Central 
Area. Bricklayers, being in great demand, often fail to arrive at the job to 
which they are sent; they find more convenient work on the way. 

2 The demand may be for a worker of a standard grade (e.g. a carpenter or 
bricklayer) or for a specialised kind of worker (e.g. a bench-hand joiner or a 
Trade Union bricklayer). 

3 Here workers are not disqualified from benefit by refusing the jobs, and 
vacancy officers are not required to “‘ circulate’ the vacancies. 

4 The delay may result, for example, because the employer’s original instruc- 
tions are incomplete or because he wishes to pick and choose between workers 
sent to him. 

5 There may be placing delay from the worker’s point of view if he is kept 
‘hanging about ”’ waiting for the job to begin after he is engaged. 
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of the relative importance of the various factors for different 
groups of workers. 

In all the sampled areas in June 1936, 251 labourers and pain- 
ters (excluding those recruited by Local Authorities) were placed 
after intervals of at least two days. There is evidence of advance 
notification in nearly 15 per cent. of these placings, the workers 
starting work on the day required by the employer. These 
nominal delays are distributed fairly uniformly over the whole 
London area. In about an equal number of cases, the delay 
seems to be mainly due to the large number of men asked for on 
one order. This factor is important in Borough and Brixton 
where, of thirty-eight labourers and painters placed with delay, 
twenty-seven were in respect of large orders. We can put aside 
these two classes, about one-third of the delayed placings. An- 
other one-third of the total consists of doubtful cases, information 
on the order cards being lacking.1_ Of the remaining one-third of 
the whole group of 251 cases, nearly all are of class (3), where the 
men were placed after others had been submitted in time but 
not engaged, and are not included in either (1) or (2). The 
exceptions are mainly for painters in the Outer Area. Further, 
only six cases of ‘ circulation ” through the Divisional Office are 
recorded, illustrating again that scarcity or special requirements 
are not important factors. Wages below standard cause delay 
in only eleven cases, mainly painters. For labourers and painters, 
there is little evidence of any shortage of suitable workers, either 
in general or for particular grades. Most of the small amount 
of recorded delay is “nominal” (e.g. on advance orders) or 
“ frictional.”” Painters in the Outer Areas are somewhat ex- 
ceptional, a fact in line with our previous findings. 

The sample inquiry shows 345 tradesmen placed after delay. 
Orders are often made in advance, but the men are seldom at 
work on the specified day ; a time-lag would appear even without 
notification ahead of requirements. There are, naturally, few 
cases of large orders for tradesmen. Altogether, less than 10 
per cent. of all delayed placings falls in the “‘ nominal ”’ classes 
(4) and (5). About one-third of the other cases give no clear 
information and a substantial group of over 200 cases remains 
with detail available for analysis. The delay in the majority of 
these placings seems to be due to scarcity, often of tradesmen of a 
special or skilled kind. The placing of a successful applicant was 
delayed by the non-engagement of workers (sent earlier without 
delay) in only 40 per cent. of all cases considered. And even here 

1 Many of these cases may be examples of temporary scarcity of workers. 
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the unsuccessful workers must often have been sent by the 
Exchange as “ forlorn hopes,” on the off-chance of an engagement. 
Further, the placing followed “ circulation ” of the order through 
the Divisional Office in 20 per cent. of the cases.1_ These results, 
relating to vacancies eventually filled, are reinforced when we 
remember that many orders were cancelled through lack of 
suitable submissions. Our records show few cases when placing 
delay is connected with wages below standard rates or with long 
hours; we distinguished only five cases of the former and ten of 
the latter kind. Hence, the appreciable amount of delay recorded 
in the placing of tradesmen is very largely the result of real scarcity 
of workers. This is particularly so for the more specialised 
carpenters (notably joiners and concrete shutterers) and for 
bricklayers and plasterers. 


VI 


The order cards provide information, not only on the time-lag 
in filling vacancies, but also on the areas from which workers are 
drawn to satisfy the demand in any centre.2, We have examined 
the flow of labour into the Central Area (covered by the Tavistock 
Street Exchange) and into a group of five contiguous Exchange 
areas (King’s Cross, Edgware Road, Walham Green, Shoreditch 
and Stepney). The men drawn from outside a given Exchange 
area have been divided into three groups, according as they 
originate in contiguous areas or in inner and outer rings of 
Exchanges. The inner ring consists of offices between 3 and 5 
miles, and the outer ring of offices over 5 miles, from the given 
Exchange. Totals have been found for the five areas contiguous 
to the Central Area, the figures for the separate parts being added 
together. Workers recruited by Local Authorities are included 
in the present work. 

The results of the analysis are set out in Table VI, the three 
main occupational groups being considered separately. The 
striking feature, for the Tavistock Street Area and for the five 
districts contiguous with it, is that the proportions drawn from a 
distance rise uniformly as we go from labourers to painters and 

1 In the more remote districts, there seems more chance of obtaining skilled 
men as a result of circulation than through the Tavistock Street office. Trades- 
men calling at the Central Exchange have no need to go far for a job. 

2 Opposite the name of each worker sent there is a note on the card of the 
Exchange where he lodges his unemployment book. It may be generally 
assumed that the men reside somewhere within the area covered by their 
Exchange. In a number of exceptional cases, the workers were re-allotted to 


the Exchanges nearest to their home address (found from their insurance 
documents). 
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TABLE VI 


Movement of Building Workers to certain Exchange Areas, Sample 
Inquiry, London, June, 1936. 


Workers Placed in: 
All 
Shore- 
Central | King’s ditch, 
Area. | Cross. Road. | Green. — tiguous 
ey Areas. 
Labourers— 
Percentage of workers 
placed drawn 
from : 
Local Area 15:3 73-7 60-4 66-7 63-8 65-9 
Contiguous Areas . 44-7 21-05 17-7 24-6 23-2 21-9 
Inner Ring . 32-7 4:2 17-7 79 116 10-4 
Outer Ring . 7-3 1-05 4-2 0-9 1-4 1-8 
Painters— 
Percentage of workers 
placed drawn 
from : 
Local Area . 10-2 38-5 51:8 71-4 79-25 58-25 
Contiguous Areas . 37-1 11-5 22-0 9-5 17-0 16-8 
Inner Ring . : 38:3 28-85 19-9 79 3°8 16-2 
Outer Ring . 14-4 21-15 6-4 8-75 
Tradesmen— 
Percentage of workers 
placed drawn 
from : 
Local Area . 11-5 39-4 42-7 45-7 41-5 42-3 
Contiguous Areas . 27:3 20-2 22-3 23-4 27-7 23:3 
Inner Ring . é 36-2 13-1 15-5 22:3 18-1 17-2 
Outer Ring . : 25-0 27-3 19-4 8-5 12-8 17-2 


tradesmen. The net is cast widest in the case of the craftsmen ; 
25 per cent. of these men placed in the Central Area come over 
5 miles and the corresponding proportion in the five contiguous 
districts is 17 per cent. The individual Exchanges show some 
differences. King’s Cross obtains the bulk of its labourers from 
near at hand, but has to go far afield for supplies of painters 
and tradesmen. Walham Green tends towards self-sufficiency 
except for some skilled men. There is, however, a remarkable 
tendency for all these Exchanges to draw their tradesmen from 
equally long distances. 

The mobility of workers in the occupational sub-groups has 
also been examined. Amongst labourers, most of the relatively 
unskilled men required on building and constructional works in 
the inner districts live nearby 4 and only the Tavistock Street office 
needs to recruit from any distance. Painters’ and tradesmen’s 


1 When they are employed by Local Authorities, they are usually required 
to satisfy a local residence qualification. 
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labourers, on the other hand, show a high degree of mobility ; 
those coming over 3 miles comprise over 40 per cent. of all placings 
in the Central Area and over 20 per cent. in the neighbouring 
inner districts. Plentiful supplies of bricklayers are to be found 
in the five inner districts analysed, about 55 per cent. of those 
placed being local men. But these Exchanges do not seem to 
have many bricklayers to put at the disposal of Tavistock Street, 
and such operatives travel long distances to work in the Central 
Area. In all our centres of absorption, the proportion of car- 
penters recruited locally is comparatively low, and the proportions 
from the inner and outer rings comparatively high. Carpenters, 
it seems, are required to be more mobile than bricklayers and other 
tradesmen. 


Vil 


Through the courtesy of the London Divisional Office of the 
Ministry of Labour, information was received from Exchanges in 
London showing the extent to which Local Authorities use the 
Exchanges in recruiting labour. The returns cover eighty-eight 
Authorities, of which number twenty-six have agreed to maintain 
full co-operation,! fifty-eight are using the Exchanges partially 
and only four are not using them at all. 

The schemes adopted by the Authorities maintaining full 
co-operation are based either on a resolution of the local Council 
(sixteen cases) or on an informal agreement between the Exchange 
and the relevant Council officials (ten cases). The qualifications 
required of the men recruited by the Authorities vary a good deal. 
Sometimes a special register cf workers desiring Council employ- 
ment is kept. It is a general practice to insist that applicants 
should be local men, and often it is also required that residence 
should be of a certain minimum length of time. In many cases 
the men must be married, and the size of families is sometimes 
taken into account. <A qualification based on the duration of the 
worker’s period of unemployment is added in four instances. Of 
the fifty-eight schemes involving partial co-operation, only five 
are based on Council resolutions. The residence qualification is 
again general, and considerations of marriage and size of family 
are not uncommon. 

One of the most interesting of schemes arranged between a 
Local Authority and an Exchange may be outlined here. The 


1 Full co-operation means that the Authority uses the Exchange in filling 
all vacancies for skilled and unskilled manual labour, but not necessarily its 
clerical and higher permanent posts. 
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Borough Council concerned undertakes to recruit all labour 
according to the following procedure. At least a week’s notice 
is given to the Exchange, where a Selection Sub-committee meets 
every week to choose suitable men. Applicants must be residents 
of the Borough of at least twelve months’ standing and must not 
have been employed by the Council for more than four weeks in 
the previous year. This ensures that Council work is distributed 
over the available local men. Workers registered at the Exchange 
are invited to apply for Council work, and the Selection Sub- 
committee reviews the application forms, calls men for interview 
and makes recommendations on individual cases. The final 
right of engagement rests with the Council officials, but only 
workers recommended by the Sub-committee are seen by them. 
Further, the Exchange itself can submit other men only in cases of 
urgent demand, and such action must be reported to the next 
meeting of the Sub-committee. The scheme is unique in that it 
stipulates a spread-over of Council work and provides special 
machinery for systematic ordering in advance and for interviewing 
applicants. 

Some Local Authorities elect to put much of their work in the 
hands of contractors, in which case it is for the contractor’s 
foreman to arrange for the recruitment of labour. In a few 
such cases, the Authority stipulates that (say) 80 per cent. of 
workmen employed on the contract must be local men obtained 
through the Exchanges. In these and other cases the Authority 
may also inform the vacancy officer at the Exchange of all 
contracts given out ; a number of Exchanges always receive early 
advice of contracts. 

It is difficult to give a numerical indication of the scope of 
the recruitment of various grades of labour by Local Authorities 
using the Exchanges. It often happens that the Exchanges are 
asked to supply particular individuals previously in the employ 
of the Authorities, or to submit a given group of men by rotation 
at stated intervals.1_ These placings can be set on one side. In 
the more normal recruitment of labour, the vacancy officers (or 
selection committee) at the Exchanges are responsible for selecting 
applicants. The normal placings of all kinds of workers made 
by the Exchanges between January and June 1936 numbered 
4,328 for Authorities maintaining full co-operation and 10,050 for 
other Authorities. The engagements vary greatly from one local 
body to another according to the relative importance of direct and 


1 For example, watchmen and street-sweepers may be changed over, through 
the Exchange, from week-end to week-day work at intervals. 


4 
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contract work, the particular departments using the Exchanges 
and the casual nature of the employment offered. 

Six of the Exchanges included in the foregoing analysis of the 
Building Trade have schemes of full co-operation with Local 
Authorities, all based on Council resolutions. In the month of 
June 1936, 230 building workers were placed with these Authori- 
ties. Other Exchanges in the sample were used to a partial extent 
by local bodies and smaller numbers of building workers were 
engaged through them in the month. Altogether, Local Authori- 
ties recruited 263 labourers and a few painters and tradesmen 
through the sampled Exchanges in June 1936. 

The position of Local Authorities as demanders of building and 
other labour is in many ways unique. The time-lags in the engage- 
ment of the 263 labourers by Local Authorities in our sample 
inquiry illustrate this fact (Table VII). Lengthy time-lags are 
much more frequent here than in the recruitment of labourers 


TABLE VII 


Building and Contracting Labourers Recruited by Local Authorities, 
Sample Inquiry, London, June 1936. 


Interval : 
Percentage with Interval 
of— Notification- | Submission- | Total Placing 
Submission. Placing. Interval. 
0 day 53-6 23-2 13-7 
1 day 39-5 52-8 41-1 
2 days ‘ 6-5 8-0 21-7 
3 and 4 days . : 0-4 16-0 18-6 
5 days and over . 49 


by private firms and the intervals are mainly between submission 
and placing.t Nearly all the labourers are sent within one day, 
but it is quite common for Local Authorities to engage men three 
or four days before they require them to start work. The demand 
for labour derived from the normal routine functions of Local 
Authorities is of a steady character, and it is clear that Councils 
order their workpeople more in advance and more systematically 
than private employers. 


1 The proportions of placings with intervals of at least two days are 6-9% 
(notification-submission interval), 24:0% (submission—-placing interval) and 
45-2% (total interval), These can be compared with the corresponding figures 
(30%, 2:8% and 13-6%) for the placing of other labourers in the Inner Area 
(Table IV). The proportions given are under-estimates since some Authorities 
which start their workers on Mondays make a practice of ordering and inter- 
viewing men on Thursday evenings or Friday mornings, giving time-lags of only 
one day on our reckoning. 
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The variety of practice revealed by our survey is no doubt 
partly the result of the sturdy sense of independence characteristic 
of Local Authorities. But it should be possible to achieve more 
standardised recruitment without making serious inroads into 
local autonomy, and there is reason to conclude that fuller use 
could be made of the placing machinery of the Exchanges than 
is the case at present. There is ample scope for trying out experi- 
ments in this sector of the labour market. 


Vill 


There must always be a certain amount of casual work in the 
Building Industry, but its present extent is well above the necessary 
minimum. The best remedy lies in the placing departments of the 
Ministry of Labour—if they are allowed to handle a preponderant 
share of the vacancies. If the proportion of engagements made 
through the Exchanges was at least 60 per cent. (instead of only 
30 per cent. as at present), it would be possible to think of the 
optimum use of local and “ foreign ” supplies of different grades 
of labour in the separate areas and to obtain the right degree of 
mobility in periods of boom as well as in depression. Further, 
if firms would, as far as possible, state their requirements in 
advance, vacancy officers would be able to make more effective 
use of workers available currently and after a period of time. 
It would be a great step forward if all contracts for building and 
constructional works given out by Local Authorities were to 
contain a provision that the labour must be recruited through 
Employment Exchanges. It would be even better if Government 
Departments and semi-public corporations as well as Local 
Authorities were to give a lead by undertaking to recruit 
systematically all their labour through the Exchanges, retaining 
the right to stipulate the qualifications and conditions to be 
observed. In this way public bodies would contribute a great 


deal towards introducing order into the labour market. 
R. G. D. ALLEN 


BRINLEY THOMAS 
London School of Economics 
and Political Science. 


THE CHANGING ORGANISATION OF ARABLE 
FARMS 


In an article contributed to the Economic JouRNAL of March 
1935 the present writers described changes in the physical output 
of farms in the eastern arable counties of England during the three 
years 1931-33.1 The data then offered showed that important 
and substantial adjustments in organisation were being under- 
taken by farmers, and that both the volume and value of the 
output, together with the profits of the entrepreneur, increased 
during the period in spite of a falling price level for agricultural 
commodities. The price level has tended to rise since 1933, but 
farmers’ adjustments to organisation have continued, albeit at a 
somewhat reduced tempo, and the years 1931 to 1936 are of 
exceptional interest to students of British farming, and to those 
interested in questions of the elasticity of agricultural production. 

The present article amplifies its predecessor both in regard to 
subject-matter and time-period, and reviews the changes which 
have occurred in the economic organisation of an identical group 
of 150 farms during the five years following 1931. It is true that 
150 farms comprise an inadequate statistical sample, but although 
the data cannot be assumed to be representative in the absolute 
sense of any particular type or size of farm, the fact that exactly 
the same holdings are covered throughout the whole period gives 
some significance to the observed changes. The farms concerned 
have been selected at random from four “type of farming ”’ 
districts within the eastern counties of England, and cover an 
area of over 22,000 acres. It is perhaps misleading to say that 
the farms are a random sample, for fruit, market-garden, glass, 
hobby farms, specialist poultry and pig holdings, and all holdings 
below 20 acres in size, were purposely omitted. It would be 
truer to say that the observations were selected at random from 
amongst commercial diversified livestock and crop farms exceed- 
ing 20 acres in size. There is, of course, a further form of pre- 
selection, in that farms changing hands during the period (either 
as a result of bankruptcy or for other reasons) are perforce omitted 
from the time series. 


1 Vol. XLIV, “ Recent Changes in the Physical Output of Arable Farms,” 
Carslaw and Graves. 
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Of the 150 farms, 49 are on the boulder-clay soils of north-west 
Essex and south-west Suffolk, 47 are on the medium loams of 
central Norfolk, 32 are in the London clay pasture district of south 
Essex, while 22 are on the chalk soils of south Cambridgeshire and 
north Hertfordshire. As to size distribution, there has been some 
alteration, of course, during the five years, but in 1931, 26 holdings 
were in the 20-50-acre group, 49 were in the 50—100-acre group, 
27 were in the 100-150-acre group, 32 were between 150 and 300 
acres, while 16 were over 300 acres. 

There are a number of ways in which these data could be 
presented, such as vertical or horizontal comparisons between 
size groups and type areas. But partly because of the compara- 
tively small number of observations, partly for the sake of brevity, 
and partly because of the fairly satisfactory distribution of farms 
by size and soil, it is considered best to confine attention to a 
vertical comparison of the 150 farms taken as a single group. 

It was not found possible to collect records for the year 1934, 
and although this is unfortunate, in so far as it breaks the con- 
tinuity of the data, it does not prevent the determination of 
trends. 

It has been mentioned above that throughout the period 
covered some alteration has taken place in the size of individual 
farms. About one-third of the farms show increased acreages, 
while one-quarter show decreases. On the whole, there has been 
a tendency for farms to increase in area, particularly after 1933, 
and the average size of the holdings in 1936 was 3-1 per cent. 
greater than in 1931. This tendency can only mean that farms 
outside the group, becoming vacant for one reason or another, 
have been absorbed into the group. The increase in size of hold- 
ing has been most pronounced on the smaller farms, for whereas 
those of less than 150 acres in 1931 increased their area by 9 per 
cent. during the ensuing five years, farms over 150 acres in 1931 
underwent no appreciable change. The fact that these changes 
in area have occurred, makes it desirable to express the ensuing 
financial and economic data in terms of per unit of land rather 
than in terms of per farm. But the reader is asked to bear in 
mind that the area of the farming units has altered during the 
period, as this qualification affects certain inferences, particularly 
those relating to profits. 

The plan adopted in the following pages is to show, first the 
financial effects of the various internal and external changes 
which have occurred during the period, and second to demonstrate 
the main internal adjustments responsible for these effects. 
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Social Output. 


There have been substantial changes in both the amount and 
distribution of the social (or net) output, and Table I provides 
the relevant data. As will be shown later, the wage bill has been 


TaBLeE I. 
Amount and Distribution of Social Output. 


1931. 1932. 1933. 1935. 1936. 
Per Per Per Per Per : 
| Ber | | | too | Ber | too | | too | 
acres. * | acres. |acres.| | acres. | acres. 

Wages (a) | 262 | 243 62°5 | 243 | 52-5] 255 | 53-6 | 254 | 52-1 
Rent (0) F ° 101 28-5 96 24-7 93 20-1 96 20-1 96 19-6 
Profit (¢) 1 0-3 50 12-8 | 127 | 27-4 | 125 | 26-3] 139 | 28:3 

Total 354 100-0 | 389 100-0 | 463 | 100-0 | 476 |100-:0 | 489 | 100-0 
Profit, ex. subsidies 1 0-3 | (—)4 [(—)1-0 46 9-9 65 13-7 | 115 23-5 
Subsidies (d) . x 54 13:8 81 | 17-5 60 | 12:6 24 48 


(a) Includes family labour other than the occupier. (b) When-a farm is*owner-occupied, a 
rental value has been charged. (c) This is the sum available to meet interest on borrowed capital 
and to remunerate the occupier for his own labour and capital investment. It includes an allow- 
ance for farm produce and stores used in the farmer’s household and averaging £40 per farm. 
The rental value of the farmhouse (averaging about £20) is included with Rent, but is in one 
sense a further addition to the farmer’s income in kind. (d) These represent receipts obtained 
under the Wheat Act (1932) and the Cattle Industry Act (1934). They are shown separately 
merely to demonstrate the extent by which the better profits in the later years are due to these 
two direct subsidies. 


maintained at a comparatively stable level in spite of some 
reduction in employment. Rents show a downward trend to 
1933, but recovered somewhat in 1935 and 1936. Profits show a 
sharp rise to 1933, but thereafter have remained practically 
constant. The last two lines of the table show the relative 
responsibility of the Wheat and Cattle subsidies for the fluctua- 
tions in the profit figure. The Wheat subsidy came into opera- 
tion in 1932, and, as can clearly be seen, was primarily responsible 
for the improvement in profits in 1932 and 1933. The cattle 
subsidy did not come into operation until 1934-35, and represents 
less than 10 per cent. of the total subsidy in 1935 and about 22 
per cent. of the total subsidy in 1936. The sharp rise in the price 
of wheat in 1936 is responsible for the great drop in subsidy 
anticipated for that year’s crop.1| One encouraging feature of 
the table is the improvement which has taken place in profit 
excluding subsidies (penultimate line). A minute surplus in 1931 
was followed by an actual deficit in 1932; since then, however, 
the figure has increased substantially. The general index for 


1 “ Deficiency payments ”’ per quarter of wheat approximated 20s. in 1932, 
22s. in 1933, 15s. in 1935 and 6s. in 1936. 
No. 187.—voL. XLvVII. KK 
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agricultural commodity prices has, it is true, moved upwards in 
recent years (see Table III), but the better profits excluding 
subsidies appear to be due mainly to internal changes in the 
quantity and type of output, and in methods of production. 
The total social output per acre has increased very appreciably 
(38 per cent.) since 1931, and even though subsidies are deducted, 
an increase of as much as 31 per cent. is still apparent. 


Gross Output. 


Gross output has been computed in a number of different 
ways, Viz. : 


1. Value of output, i.e. receipts (including subsidies) plus 
private drawings in kind minus expenditure on purchased 
livestock plus or minus change in valuation. 

2. As in (1), but with expenditure on purchased foods also 
deducted. 

3. Volume of output, i.e. the quantities of produce sold 
each year, adjusted for quantitative changes in the livestock 
inventories, are valued at their 1931 prices, and the resultant 
sums expressed as a percentage of the total value in 1931. 

4. As in (3), but deducting the quantity of feeding-stuffs 
purchased each year valued throughout at 1931 prices. 


While these various bases of expression give slightly different 
results, the trends are in very close agreement in indicating a 
substantial increase in output. (See Table II.) Perhaps a warn- 
ing should here be given that the differences shown between 


TaBLeE II. 
Gross Output per 100 Acres. 


alue less . olume less 
Value of Expenditure V aeyre Quantities of 
Output. on Purchased ele Purchased 
Foods. Foods. 
£. Index. £. Index. Index, Index. 
1931 654 100 535 100 100 100 
1932 680 104 558 104 110 115 
1933 805 123 663 124 117 117 
1935 889 136 728 136 122 121 
1936 928 142 753 141 119 115 


any two consecutive years must not be accepted too literally, as 
the method of computing the original data may introduce a short 
time-lag in the measurement of certain components. But the 
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general direction of the trends is too decisive to be ignored. 
However calculated, a very marked expansion of output is 
indicated. . Measured in values the expansion is in the neighbour- 
hood of 40 per cent., or at the rate of 8 per cent. per annum over 
the period. This rate is practically identical, whether or not 
purchased feeding-stuffs are deducted, for expenditure on feeding- 
stuffs has increased proportionately to the value of the gross 
output. Measured in volume the expansion is in the neighbour- 
hood of 20 per cent., or at the rate of 4 per cent. per annum over 
the period. Adjustments for purchased feeding-stuffs makes 
slightly more difference in this case, but still the correction is of 
a minor order. 

The difference between value and volume in the indicated 
rate of expansion is due to the fact that the former is a composite 
index of both price and volume changes, whereas the latter holds 
prices constant, and only measures changes in volume. It cannot 
be assumed, however, that the difference between the two measures 
of output is due wholly to a rise in prices. Some rise in price has 
undoubtedly taken place (see Table III), but probably of equal 
importance is the cessation (after 1932) of the decline in prices 
which had characterised the earlier years. Thus, during 1931 
and 1932 the steadily dropping price levels introduced a valuation 
“loss,” particularly on livestock. To illustrate the magnitude 
of this factor, if in each of the two years the livestock (excluding 
horses) appearing in the closing inventory had been valued at the 
same unit prices as in the opening inventory, the value of the 
output (and of course profits and social output) would have been 
raised by about 10s. per acre. With the stabilising of prices and 
a slightly upward movement after 1932 this ‘‘ unearned decre- 
ment ” was terminated, and, indeed, a small unearned increment 
has latterly taken its place. 

The general index-number of agricultural prices during these 
years is shownin Table III. These data are weighted for England 
and Wales as a whole, and therefore must not be taken as applic- 
able to our small Eastern Counties sample. Nevertheless they 
indicate the trend of prices to which reference has been made 
above. It will be noticed that October 1932 appears to mark 
the turning-point between dropping and stable, vz rising, prices. 

Expansion of output has been obtained in spite of some 
reduction in the number of manual workers, and a considerable 
decline in the number of working horses. ‘This feat has been 
accomplished partly by expanding those types of production 


which favour a high output per worker, partly by increased 
K K2 
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TABLE III. 


Monthly Indea-number of Agricultural Produce (1911-13 = 100).* 


(The wheat and cattle subsidies are not included in the monthly figures, but 
their effect is shown as an addition to the yearly averages.) 


Month. 1930. | 1931. | 1932. | 1933. | 1934. | 1935. | 1936. 
January. . 148 130 122 107 114 117 119 
February . : 144 126 117 106 112 115 118 
March ‘ ‘ 139 123 113 102 108 112 116 
April . : . 137 123 117 105 111 119 123 
May . : : 134 122 115 102 112 111 115 
June . 131 123 111 100 110 111 116 
July . x ‘ 134 121 106 101 114 114 117 
August , : 135 121 105 105 119 113 119 
September . ; 142 120 104 107 119 121 127 
October. : 129 113 100 107 115 113 125 
November . : 129 1i2 101 109 114 113 125 
December . : 126 117 103 110 113 114 126 
Year ex. subsidies 134 120 112 107 114 117 122 
Add for subsidies x p 2 4 5 6 4 
Year inc. subsidies 134 120 114 lll 119 123 126 


* Ministry of Agriculture Statistics. 


mechanisation, and partly by more careful organisation of labour. 
Table IV shows that comparing 1936 with 1931, density of employ- 
ment has decreased by 6 per cent., and that the number of work- 


IV. 


Number of Manual Workers, Work-horses, Tractors, Motor- 
cars and Vans per 1000 Acres. 


Manual Work- i Motor-cars 

Workers. ! horses. Tractors, and Vans. 
1931 31-76 28:48 2°57 2-48 
1932 30-83 29-52 2-58 2-41 
1933 30°71 27-09 3:08 3-08 
1935 30-05 24-49 3:69 3°38 
1936 29-86 23-67 3:79 3°61 


1 Including manual work of occupier; casual and part-time workers, women 
and juveniles have been expressed at an appropriate fraction of full-time adult 
workers, 


horses has declined by 17 per cent. On the other hand, the 
number of tractors has risen by approximately 50 per cent., and 
motor-cars and vans by over 45 per cent. 

Collectively the effect of these various adjustments on the 
productivity of labour has been immense, and Table V illustrates 
the extent and rapidity of the improvement. In the five years 
following 1931 the value of the output per worker increased by 
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TABLE V. 


Gross Output per Manual Worker.* 


alue less olume less 
Value of Expenditure on . — Quantities of 
Output. Purchased Output, | Purchased 
Foods. P Foods. 
Index. £. Index Index. Index. 
1931 206 100 168 100 100 100 
1932 221 107 181 108 114 119 
1933 262 127 216 129 121 121 
1935 296 144 244 145 128 127 
1936 310 150 251 149 127 122 


1 For definitions of “ output’? and “ manual worker’ see page 486 and 
Table IV. 


roughly 50 per cent., or at the rate of 10 per cent. per annum, 
while the corresponding figure for volume of output is approxi- 
mately 25 per cent., or at the rate of 5 pér cent? per annum. 
Evidence that this remarkable increase in the productivity of 
agricultural labour is not peculiar to the present small sample of 
farms is available in official publications dealing with the country 
as a whole. For example, according to the most recent Census 
of Output (Cmd. 4605), the volume of the agricultural output of 
England and Wales was about 4 per cent. higher in 1930-31 than 
in 1924-25. Between 1931 and 1934 a further increase of 14 per 
cent. in the gross output of the country is recorded (vide statement 
by Prime Minister in the House of Commons, April 2, 1936). 
Thus it appears that in the ten years 1925-34 the physical output 
of farms increased by 18} per cent. During the same period the 
number of farm employees returned in the Ministry of Agri- 
culture’s annual statistics declined by 14 per cent. Hence for 
England and Wales as a whole the volume of the output per 
worker rose by nearly 40 per cent. in these ten years, or at the 
rate of approximately 4 per cent. per annum. 

Owing to the tendency for wage rates to rise after 1932, and 
also, perhaps, because of some alteration in the proportion of 
“high pay ” workers (i.e. stockmen, tractor drivers, etc.) to total 
employees, the output per £100 wages on the present sample of 
farms has not kept exact pace with output per worker. In point 


of fact, the “ cost per manual worker ”’ (all categories) on these 
farms was about 7 per cent. higher in 1936 than in 1931, and 
calculations of output per £100 wages must be scaled accordingly. 

The increased value of the gross output arises partly as a 
result of internal, and partly through external influences. It 
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may be of interest to examine the former, and find out how these 
farmers have been adjusting the type and volume of their out- 
put to meet the changing conditions. 


Livestock. 


The livestock output increased steadily at the rate of approxi- 
mately 3 per cent. per annum between 1931 and 1935, although 
there is evidence of a setback in 1936.1. These movements have 
not been distributed evenly over all categories of livestock, but 
are attributable mainly to pigs and dairying. The expansion in 
pigs has, indeed, been remarkable, for, as is shown in Table VI, 
pig production in 1935 was 45 per cent. greater than in 1931. 
Pigs have, of course, always been subject to considerable fluctua- 
tions in production, but it seems probable that the outstanding 
increase after 1933 arose largely as a result of the innovation of 
Marketing Boards for this commodity, with the promise of more 
stable returns through quantitative control of imports and price 


VI. 
Changes in the Quantitative Output of Dairy Products and 
Livestock.* 
Year : 1931. | 1932. 1933. 1935. 1936. 
Dairy products (gallons). 
Wholesale milk . : : 100 107 107 119 121 
Retail milk A 100 103 107 90 91 
Butter, cream, cheese . : 100 102 98 78 75 
All dairy products : ; 100 105 106 111 113 
Investock (numbers). 
Cattle 100 100 99 99 92 
Pigs . 100 100 108 145 124 
Sheep and wool . _ : 100 105 100 96 94 
Poultry and eggs : z 100 102 120 97 93 
Alllivestockand dairy products! 100 103 108 113 108 


* The figures given in this and the ensuing three Tables have been corrected 
for changes in the total farmed area. 


fixing. The number of boars and sows on these farms at 
Michaelmas 1935 was 44 per cent. greater than at Michaelmas 
1930. The recent (December 1936) breakdown of the contract 
scheme has caused considerable uncertainty, and this, together 
with the marked rise in feeding-stuff prices, is causing a contrac- 

1 These estimates do not allow for qualitative changes occurring within 


individual livestock categories, and therefore represent crude numbers rather 
than weight and quality. 
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tion in farmers’ commitments. The output of pigs in 1936 fell 
considerably, while the number of sows on these farms at 
Michaelmas 1936 was 6 per cent. less than two years earlier. 

With dairying, the expansion, though less sensational, has 
been at the substantial rate of about 24} per cent. per annum. 
The mean number of cows increased by 12 per cent. between 
1931 and 1936.1. Not only has the volume of milk increased, but 
the proportion of total production coming on the wholesale market 
has been raised from 76 per cent. in 1931 to 82 per cent. in 1936. 
There has been a tendency for farm butter-making to decline 
wbsolutely as well as relatively, while producer-retailing has also 
contracted. ‘These shifts in the percentage disposal naturally 
influence the total income from dairy products independently of 
changes due to alterations in price levels, and are therefore of 
some importance from the point of view both of farmers’ incomes 
and of the national milk market.2?. In the present sample the 
increase in the proportion of total production so]d wholesale, 
coupled with the rise in total production, results in the quantity 
of milk coming on the wholesale market in 1936 from these farms 
being 21 per cent. greater than that in 1931. This very appreci- 
able rise must be attributed to the policy of the Milk Marketing 
Board. 

The output of cattle has not increased during the period. 
Although there has been a rising number of dairy cows, the 
number of calves born alive does not appear to have increased 
proportionately.2 The data contain some suggestion that the 
‘type and quality of the cattle sold are also altering, and it seems 
probable that with the rising numbers of dairy stock, mature beef 
is representing an ever smaller proportion of the trade. Cow 
beef is increasing absolutely, if not relatively, while there may, in 
certain districts at least, be some change in the age at which 
calves are sold, and in the quality of these sales. Further, cattle 
intended for beef are probably now being sold at a somewhat 
younger age than formerly. Such shifts are difficult to measure 
quantitatively, and it must be confessed that the suggestions here 
put forward are largely conjectural. But if such shifts are in 
fact occurring to any appreciable extent, they will clearly influence 
farmers’ incomes independently of changes in unit prices. 

1 But the number of cows at Michaelmas 1936 was 1 per cent. less than 


twelve months earlier. 
2 Farm Economist, II, 3, “‘ The Trend of Milk Prices in the Eastern Counties,” 


P. E. Graves. 
3 Although no reliable data are available, there seems some reason to believe 


that the incidence of breeding troubles has risen in recent years. 


H 
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The sheep output has shown a tendency to decline, but here 
again internal shifts have complicated the issue. There has been 
some fluctuation in the number of breeding sheep carried with 
similar moves in the number of store sheep purchased. Heavy 
breeds have been giving way before lighter breeds, while systems 
of management have tended to move away from close folding to 
more extensive methods. Whereas it was formerly customary 
to grow considerable areas of ‘‘ sheep keep ”’ (roots, kale, etc.), it 
is now not uncommon to find sheep kept more in the capacity of 
“ scavengers,” to consume sugar beet tops and other crop by- 
products. 

Poultry expanded at a rapid rate up to 1933, but since then 
have contracted, and in 1936 the output here was actually 7 per 
cent. below that in 1931. The increase in the early years was 
part of a sensational movement started shortly after the War, 
and during which flocks practically doubled. The reversal of the 
movement after 1933 is due partly to widespread disease, and 
partly to changes in price differentials. 


Crops. 


Changes in the quantity of crops sold may arise either through 
alterations in the quantity produced (the proportion sold remain- 
ing constant), or through alterations in the proportion sold (the 
quantity produced remaining constant). Alteration in the 
quantity produced may be due to changes in the area grown or to 
change in the yield per acre. In point of fact, each of these 
variables has been responsible to a greater or lesser extent for the 
very substantial increase in crop sales which has occurred during 
these five years on the farms under review. Sales of crops have, 
indeed, increased even more rapidly than the livestock output, 
the total quantitative sales (excluding ‘“‘ other crops’’) in 1936 
being 40 per cent. greater than in 1931 (see Table VII). To 
illustrate the extent of the adjustments which have been going 
on, it may be stated that whereas in 1931 the area from which 
crop produce was marketed direct represented 34 per cent. of the 
total farmed land, in 1935 this proportion had risen to as much as 
45 per cent., and in 1936 was 42 per cent. Bearing in mind the 
consequent decrease in the fodder crop area and the coincident 
rise in the livestock output, this shift implies very remarkable 
changes in the internal organisation of the farms. 

The wheat crop provides perhaps the most outstanding example 
of the kinds of movement which have been occurring. Of the 
area of wheat grown in 1931 the produce from no more than 70 
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per cent. was sold; but in 1932, and in the ensuing years, as much 
as 95 per cent. of total production was cashed under the stimulus 
of the Wheat Act. At the same time the acreage devoted to wheat 
was rapidly expanded to approximately 50 per cent. above the 
1931 figure, so that the area of wheat from which the crop was 
marketed rose by more than 100 per cent. Further, the yield 
per acre in 1931 was less than in any succeeding year except 1936, 
so that the quantity of wheat sold has risen even more than the 
acreage marketed. 


Changes in the Production and Sales of Crops. 
Year: 1931. | 1932. | 1933. | 1935. | 1936. 
Index | Index | Index | Index 
1931 | 1931 | 1931 | 1931 
=100.) =100.) 100.) =100. 
Acres grown acres | 2,656 | 117 | 155 144 
Wheat erie megneest qrs. | 10,187 | 124 | 169 | 168 | 1438 
qrs. | 6,913] 175 | 239 | 240 | 204 
Acres grown acres | 3,686 90 76 88 87 
Barley ented Petes qrs. | 14,070 98 88 96 | 100 
qrs. | 10,628 | 101 95 102 116 
Acres grown acres 1,885 | 104 109 93 88 
Other corn Quantity eared qrs. | 9,067} 101 112 93 86 
and pulse 
: <9 qrs. | 1,302) 116 | 135 | 216 | 122 
Sugar { Acres gro acres 495 | 126 | 185 | 161 141 
beet tons | 3,760 | 142 181 175 173 
Acres grown acres 116; 127 150 118 117 
Potatoes ania = eee tons 698 | 155 143 95 122 
sold tons 620 | 152 125 96 131 
Acres grown acres | 2,838 77 50 75 84 
Seeds hay Quantity pent tons | 4,231 70 31 62 63 
+. tons | 1,720 35 16 46 50 
Acres grown acres 1,947 87 81 102 80 
Meadow hay Gaseatie ee tons | 2,079 83 56 113 77 
re sold tons 461 31 18 | 320 48 
Acres grown acres | 13,623 96 95 104 99 
sold 2 393 | 137 | 142 | 140 
Acres sold acres | 7,043 | 102 130 122 
Other crops sold acres 710 98 68 | 122 | 112 
Total crop acres sold acres | 7,753] 102 | 108 | 130 | 121 
Acres sold as a percent. of total 
farmed area (%) 34 35 37 45 42 


1 The total production of sugar beet is always sold, so that “ quantity sold ”’ 


is the same as “‘ quantity produced.” 
2 These figures are arrived at by valuing the amount of individual crops 


sold each year at 1931 prices and summing the products. 
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The increased area of wheat was obtained in the early years 
largely at the expense of the barley area, which in 1932 and 1933 
declined as the wheat area rose. But as the barley acreage 
dropped, somewhat larger proportions of the crop were sold (e.g. 
76 per cent. in 1931 rising to 81 per cent. in 1933), so that actual 
sales of barley did not decline proportionately with the falling 
acreage. Help in maintaining barley sales was also obtained 
by better acreage yields, the yield per acre of the 1931 crop being 
8-14 per cent. less than in subsequent years. After 1933 the 
barley acreage tended to recover. 

Wheat and barley together account for over three-quarters 
of the total area under all cereals and pulse. The remaining 
cereals and pulse crops show considerable fluctuations from year 
to year in regard to acreage, total production and proportion 
sold. With oats, for example, the acreage rose slightly in 1933, 
but the proportion sold remained around the 1931 level of one- 
eighth. In 1935 the oat acreage declined appreciably, but the 
proportion sold increased to over one-quarter, and the actual 
quantity sold in that year was therefore nearly twice as great as 
during 1931-33, in spite of the smaller acreage. There is no need 
here to go into the details of the other straw and pulse crops, 
because enough has been said to demonstrate the important point 
that fluctuations in acreage and in yields per acre are no guide 
to the proportion sold, and therefore to the amount of crop coming 
on the market. Further, it is important to appreciate that the 
proportion of total production sold by farmers may vary very 
much from year to year. Taking all cereals and pulse together, 
the acreage grown in 1936 was 6 per cent. above the 1931 level, 
total production was 9 per cent. above the 1931 level, and the 
quantity sold was 48 per cent. above the 1931 level. In so far 
as better acreage yields have contributed to the larger production, 
it may be pointed out that weather conditions are probably 
mainly responsible (1931 was a cold, wet year, while 1932, 1933 
and 1934 were dry and warm), although the possible effects of 
better technique (e.g. the more liberal use of fertilisers, see on) 
must not be overlooked. 

The acreage and production of sugar beet have both increased 
very substantially during the period, while the acreage under 
potatoes increased to 1933, but declined again in the later years. 
The annual average yield of sugar beet varied from about 7} tons 
per acre (1931) to 9} tons (1936), while the yield of potatoes 
varied from under 5 tons per acre (1935) to just over 7 tons (1932). 
A cash market is, of course, the only outlet for sugar beet, but in 


I 
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regard to potatoes varying proportions of the total production are 
withheld for seed or livestock food. Table VII indicates the 
fluctuations in quantities sold of each of these two root-crops. 
Hay is the one crop for which sales have shown a pronounced 
tendency to decline. But sales of hay have never been of very 
great relative importance, and this decline does not, therefore, 
exert appreciable effect on the aggregate sales of crops. 

Naturally this increase in the amount of crops sold has made 
it necessary for farmers to buy more livestock foods (see on). In 
so far as wheat is concerned, a somewhat Gilbertian situation is 
now arising, for the effect of the recent (1936) rise in the world 
price may be said to be actually penalising British farmers. 
Thus, in so far as the rise in world price of wheat is increasing the 
cost of purchased feeding-stuffs and of seed wheat, it is enhancing 
the British farmer’s outgoings without adding to his income; the 
internal price of wheat being more or less fixed under the Wheat 
Act until the open-market price exceeds 45s. per quarter. If this 
tendency continues, it may actually lead to a decline in the acreage 
of wheat grown or in the proportion of total production sold. 

Changes in the sales of crops are not, of course, any guide to 
changes in the aggregate output of the soil, for, as has been shown, 
contraction or expansion of “ cash crops ” generally implies some 
counterbalancing expansion or contraction of fodder crops, with 
a sympathetic variation in the purchase of imported animal fodder. 
There is, again, the debatable question whether in assessing the 
real extent of changes in the output of the soil the different crops 
concerned should be weighted by money values, or by calorific 
values, or by some other measure. It is not proposed here to 
attempt to surmount these difficulties or to calculate real changes 
in the output of the soil. It can only be said that the figures 
given indicate a trend to increase the acreage in high value crops, 
to sell larger proportions of the crops grown, and to purchase 
larger quantities of raw materials, particularly animal feeding- 
stuffs and artificial fertilisers. 


Purchased Foods and Fertilisers. 


Increased sales of crops coupled with a rising livestock output 
have made it necessary for farmers to buy considerably larger 
quantities of feeding-stuffs, and in point of fact the crude tonnage 
of concentrates purchased on these farms in 1936 was 46 per cent. 
ereater than in 1931. Further, there has been some shift in the 
type of foods purchased, and the amount of feeding value (in terms 
of ‘‘ starch equivalent ’’) appears to have risen even more than,the 
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crude tonnage. So many types and qualities of feeding-stuffs 
are available to farmers that it is difficult to classify with much 
degree of accuracy. For what it is worth, Table VIII shows the 
changes which have been taking place in the types and quantities 
of foods purchased by the present sample of farmers. The most 
outstanding changes are the substantial increase in demand for 


Tasie VIII. 
Changes in Purchases of Concentrated Feeding-stuffs. 


Year: | 1931. 1932. 1933. | 1935. 1936. 

Index Index Index Index 

Crude 1931= 193i 19381= 1931 == 
tons, 100. 100, 100. 100, 
Grain offals . : 1,493 84 lll 82 94 
Compound foods. ‘ 710 102 150 212 215 
Cereals 476 142 186 158 
Cakes . 468 105 87 135 110 
Maize . 340 63 | 133 207 
Beet pulp. 243 60 116 184 199 
Other concentrates ; | 63 70 93 lll 206 
Total concentrates ‘ | 3,793 | 94 120 137 146 


compounds (generally “ balanced’ foods, and frequently pro- 
prietary mixtures) and the greater purchases of cereals, maize, and 
beet pulp. 

In regard to fertilisers, the crude tonnage of inorganics has 
risen by more than 50 per cent. The use of nitrogenous manures 
has approximately doubled, and there has been a considerable 
increase in the purchase of proprietary, or ready “ balanced ” 
mixtures. 


TABLE IX. 
Changes in Purchases of Fertilisers. 
Year: 1931. | 1932. | 1933. 1935. 1936. 
Index Index Index Index 
Crude 1931= 1931 = 1931 = 1931= 
tons. 100. 100. 100. 100. 
Compounds . : ; 349 95 104 134 157 
Nitrogenous . ‘ ‘ 102 126 194 215 193 
Phosphatie . : : 265 79 128 162 134 
Potassic 50 48 53 49 99 
Miscellaneous! ‘ 9 344 341 152 226 
Total inorganics . 775 94 124 149 151 


1 Lime and organic manures not included. 


Conclusions. 


Agriculture is concerned with living organisms, and _ the 
industry is itself a complex of dynamic organisations. That 
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great changes are going on in the internal organisation of farms 
is evident from the foregoing analysis. While a few of the more 
outstanding of these have been demonstrated quantitatively, it 
is necessary to appreciate that probably of equal importance is 
the combined effect of innumerable small adjustments in almost 
every phase of the production process. These small adjust- 
ments, so important in the aggregate, are often difficult or im- 
possible to measure. They are all the more elusive because most 
farms produce a considerable variety of commodities which have 
supplementary, complementary or joint product relationships. 
Not only are there innumerable possible combinations of crops and 
livestock, but there is also a great range of alternatives in the 
quality of products and requirements. 

Shifts from one type of production to another, may, quite 
apart from price differentials, increase the economic efticiency of 
the organisation by securing a better distribution of labour or a 
fuller utilisation of land, capital or management. The same effect 
may be secured by the introduction of novel machinery and 
equipment (e.g. tractors and tractor implements), and here, as 
well as in the previous instance, the action is both subtle and 
complex.? We have seen that marked shifts in crop acreages and 
livestock numbers have in fact been taking place, and that tractors 
and other modern forms of power and equipment have been 
increasing. In addition to the standard forms of power and 
equipment, mechanisation is proceeding along many unconven- 
tional and opportunist lines. Adaptations and gadgets of many 
sorts, improvised to meet some special need or difficulty, are 
becoming commonplace. A new design for a pig shed may enable 
one man to tend twice as many pigs as formerly; a new type of 
horse hoe may reduce “ mortality ” in the root crops; a pressure 
water supply may eliminate water carting and release labour for 
more directly productive occupations; fewer field cultivations 
than formerly may give equally good results with modern 
equipment. 

The gradual “ grading up” of livestock is another process 
in continual operation. Individual animals vary in their capacity 
to reproduce, to convert feeding-stuffs into meat, milk or eggs, in 
their rate of maturing, or in quality of carcase. Various forms of 
recording (e.g. milk, eggs, bulls and pigs) are helping the individual 
farmer to select his breeding-stock on sound lines. Official 


1 Jour. Roy. Agric. Soc. Eng., Vol. 96, ‘“‘ In Defence of Mixed Husbandry, ”’ 
Carslaw. 

2 Jour. Roy. Agric. Soc. Eng., Vol. 97, ‘‘ Labour, Power, and Equipment on 
Arable Farms,” Carslaw and Culpin. 
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estimates of milk-yield per cow and egg-yield per hen show notable 
advances. Consumer demand is shifting towards younger and 
smaller joints, with a consequent speeding up of the producers’ 
rate of turnover. Cows are being brought into milk at a younger 
age than 30 years ago. The science of livestock nutrition is 
better understood, and it is increasingly common for concentrated 
foods to be properly balanced and rationed. 

In regard to crops, it is less easy to assess the extent and 
nature of qualitative changes. It is probable that with grassland 
and certain other crops, better seeds and a fuller understanding of 
scientific principles of manuring and cultivating are resulting in 
an equal output from a lesser effort or a larger output from an 
equal effort. The reduction which is taking place in the number 
of working horses is making more land available for the production 
of “cash crops,” although, of course, new items of cost (e.g. 
petrol, paraffin, oil, machinery, etc.) at least partly offset this 
additional source of income. The development of opportunities 
for a fuller utilisation of crop by-products is also of great import- 
ance. On many farms sheep are now kept largely on beet-tops 
and market-garden crop refuse, such as brussel sprout stems or 
poor-quality cabbages. Poultry may obtain an appreciable 
fraction of their food from stubble pickings or tail corn, where not 
so many years ago the landlord may have prohibited such a 
practice in the interests of his game, or “ shed ” corn was merely 
wasted. 

Consumer demand in regard to quality and quantity of the 
finished article is also constantly shifting, and this affects relative 
prices. In this connection it has already been shown that official 
price quotations do not necessarily reflect changes in the total 
income from the particular commodity, because official quotations 
generally refer to specified qualities, and no adequate data are 
available on changes in the quantities sold of other qualities of the 
same commodity. For example, a single price index is given for 
bacon pigs, but the producer’s actual income will vary according 
to how his pigs “‘ grade,’ and whether he sells to the factory or 
in the open market. If there is a tendency for the poor grades 
of bacon pig to decrease relatively, then the income of producers 
will rise even though the official price quotation remains constant. 
Further, farmers may, and do, vary their total pig output, and 
the proportion of the total marketed as bacon and pork respec- 
tively. This consideration applies to many other types of farm 
products, while the same sort of consideration may equally well 
apply to farmers’ requirements. There is some reason to believe, 


I 
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for example, that the proportion of “ high-pay ” to “ ordinary” 
and “‘ low-pay ” workers is altering, so that changes in the official 
quotation for wage rates do not necessarily represent actual 
changes in the average earnings ‘“‘ per worker.” 1 Changes in 
the number of workers is a further factor influencing variations 
in the farmer’s “labour bill.” The great variety of types of 
feeding-stuffs and fertilisers available to farmers makes it here 
even more possible for qualitative shifts to occur, and to which 
official quotations offer no clue. With increasing appreciation of 
scientific principles, and with improved market intelligence, 
farmers are learning to “ buy better,” and to take advantage of 
price differentials in requirements. New and better forms of raw 
material are constantly appearing. 

It may be stated, therefore, that in recent years farm organisa- 
tion, whether considered from the technical or from the executive 
angle, has been highly dynamic. Although such a statement 
is contrary to traditional opinion, which depicts farmers as a 
class of ultra-conservative individualists, it must be considered 
in reference to the economic environment of the period. The 
post-war years presented great difficulties to farmers. A rapidly 
declining price level produced a position of uncertainty and 
instability, while statutory wages accentuated the effect of the 
economic lag. If wages were prevented by law from falling, then 
output per worker had perforce to be increased. The improve- 
ment and adoption of internal combustion engines—particularly 
tractors—brought a new and important factor into play. The 
young post-war farmers, widely separated in outlook and educa- 
tion from the pre-war generation, gradually took over control. 
The fruits of agricultural research and education began to mature. 
Economic conditions hastened the break with traditional organisa- 
tion and technique, for the old methods could not survive the 
depression of 1931. Sauve qui peut proved a strong stimulus, 
while the Marketing Acts of 1931 and 1933 gave confidence and a 
monetary incentive to readjustments. It may be no exaggera- 
tion to suggest that in future years the period 1931-36 will be 
considered as one of unprecedented rate of change in the internal, 
as well as external, organisation of British farming. 

R. McG. Carsiaw 
P. GRAVES 
Depariment of Agriculture, 
Cambridge University. 


1 Jour. Roy. Stat. Soc., XCVIUII, Pt. 1V, “ The Labour Bill and Output on 
Arable Farms,’’ Carslaw and Graves. 


POST-WAR PUBLIC COMPANIES : 
A STUDY IN INVESTMENT AND ENTERPRISE 


THis inquiry was intended to serve as a first approach to the 
survey of the nature and results of Joint Stock enterprise in this 
country since the War, which is so needed. It was designed to 
provide information concerning the direction and results of invest- 
ment in new Public Companies. Practical considerations made it 
necessary to limit the scope to the more important part of the 
field from the point of view of public investment : Public Com- 
panies recognised by the Stock Exchange, and the detail required 
made a complete survey impracticable. Resort was had to the 
expedient of sampling the field on a basis of one in five. Parti- 
culars of the total field were obtained by inspection from the Stock 
Exchange “ Official Intelligence,’’ and the companies were sampled 
by Registration Number, ¢.e. in historical order. This resulted in 
481 companies being surveyed covering the period 1919-32, 
inclusive. The information required was obtained from the files at 
Somerset House. 

By tests made with companies not included in the sample, the 
ratio selected would seem large enough to afford a fair indication 
of the total field so far as investment, industry, capitalisation and 
longevity are concerned. In general, the year by year results are 
also reliable as providing a broad picture of the surveyed registra- 
tions with the possible exception of the depression years 1930, 
1931, 1932, when the sample is too small for a very detailed division 
to be representative. 

The relation which this sample bears to the one which would 
have been obtained had all Public Companies been sampled 
irrespective of Stock Exchange recognition, is approximately 
1:3. The actual relative importance is probably much greater 
than that, for much of the investment in Public Companies, 
other than those so recognised, is not of a public nature in the 
ordinary sense of the word. Many, indeed, are to all intents and 
purposes private companies. 


I. INVESTMENT AND INDUSTRY 


(a) Industry 
The varied nature of the investment made a detailed classifica- 
tion cumbersome, but after experiment it was decided to adopt the 
following plan :— 
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Companies in Sample According to Industry 


Group I. Industries whose Products are for Personal Consumption. 


Total 112. Food, Drink, Tobacco, Drugs, 41. Household and Personal Goods, 
29. Amusements, 36. News, 6. 


Group II. General Industrial. 


Total 294. Building and Road Materials, 21. Coal, Iron, Steel, 22. Engineer- 
ing, 12. Motors, 16. Electrical. including Wireless, 10. Tex- 
tiles, 29. Paper; 8. Glass, 6. Tin, 29. Other Base Metals and 
Extractive, 14. Gold, 23. Oil, 16. Rubber, 48. Tea, Coffee, 
ete., 1l. Miscellaneous Industrial, 29 


Group III. Commercial. 


Total 40. Transport, 16. Insurance, 4. Finance, 10. Miscellaneous Com- 
mercial, 10. 
Group IV. Others. 


Total 35. Public Utility, 5. Land and Building, 8. Investment, 22. 


The small proportion of commercial enterprise represented is 
probably due to the fact that where this is on a large scale (as with 


~ ~ 


TABLE I. 


The Direction of Enterprise. 
Companies in Sample Analysed by Industry. 
Years of Registration. 
Nn a a a a Nn nN a 
Food, etc. ‘ * 4 4 1 2 1 3 0 1 5 8 9 1 2 0 
House and Personal . OT. 4 1] 31] 12} 2] O| O| O 
Amusement . 4 7 5 0 Oo; 0 1 6 7 3 3] 
News ° ° 0 1 0 1 0 0 1 0 0 2 1 0 0 0 
GroupI. Total. | 10/15} 6; 7] 4] 3] 3] 8/11/29] 15] 4] 2] 0 
Building and 
Materials . 3 2 0 1 1 1 1 2 4 1 5 0 0 0 
Coal, Iron and Steel - 5 3 0 2 2 0 0 1 3 1 4 0 0 1 
Engineering ‘ ‘ 2! 4] 0 1 1 1 0 1 0 0 Zi O01 Of @ 
Motors ‘ . 5 2 0 0 1 2 0 0 0 3 2 0 0 0 
Electrical, including 
Wireless 0 1 O| O 1 0 0 8/ Of O 
a e 3 | 10 0 J 0 1 1 1 2 6 2 2 0 0 
2 3 0 0 2 3 3 3} 10 2 0 0 0 1 
Other Base Metals 1 1] 2] 4] OF 8] 1 ee, 
Gold 3 2 4 4 2 3 1 1 1 1 1 0 0 0 
Rubber . 5 9 0 1 2 1] 12 5 0 1 1 2 3 6 
. 0 2 2 0 2 2 2 1 0 0 0 0 0 0 
Group II. Total | 35 | 48 7 | 12) 14/19] 30} 20 | 25 | 37 | 26 5 | 10 
Transport Si Eb Lt GO] GQ OF GE Ol OF oO 
Finance . ° ° 2 3 1 0 0 0 1 0 2 1 0 0 0 0 
Others. 61 OF OF O} £1 OP Si Of OF 
GroupIII. Total} 18} 8} 3} O} 1] 2] 2] 1] 2] 3] O| Of O 
Land and OL EF Ob Gi Bi Gi hb; 
Investment 1 1 3 3) 4 1 5 2; 0; O 
Public Utility : e 0 0 0 1 1 0 0 2 0 0 0 0 1 0 
GroupIV. Total; 0; 2; 2] 3] 4] 6] 2] 5; 8] 1] 1] O 
All Industries . | 63 | 73 | 18 | 22 | 22 | 39 | 40} 74 | 44/11] 8] 10 
No. 187.—vou. xLvi. 
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Banks) new enterprise is not frequent, and the commercial field is 
notably one of small enterprise and Private Companies. 

The following table gives an analysis, year by year, on the same 
basis. Small groups are not here distinguished. 


(b) Capital and Investment. 


The valuation of a company’s Capital presents several diffi- 
culties of definition. It seems unreasonable to take nominal 
Issued Capital, for this will obscure differences in Paid-Up Value. 
Two companies, for example, may both have an Issued Capital of 
the nominal value of, say, £1000, but whilst one may have received 
cash, or other consideration, to the full value of its Issued Capital, 
the other may have left a large proportion of its Issued Capital 
uncalled. It was therefore decided to take as Paid-Up Share 
Capital all shares issued for ‘‘ Consideration ”’ (that is, for the Ven- 
dor’s property or goodwill) at their full nominal valuation, for 
such shares are, from the company’s standpoint, fully paid up to 
that value. Shares issued for Cash, on the other hand, are valued 
at the amount of the actual cash paid. It is true that this still 
leaves unsettled the difficulty as to how far the Nominal Value of 
the former class of shares is above the real value of the property 
handed over. This, nowever, cannot be decided without “‘ inside ”’ 
knowledge of each company. 

The Total Paid-Up Share Capital of the companies in the 
sample calculated on this basis from the first Annual Return 
(i.e. normally about a year after Registration) was £161,977,000. 
In addition, £37,761,000 was registered in the form of Debentures 
within the same period. The Paid-Up Value of Cash Shares 
(i.e. the amount of Initial Cash Investment in the shares of the 
companies) was £94,455,000. All figures with regard to Capital 
are correct to the nearest £1000. 

The following table shows how much of the total Capital, 
Cash Investment and Debentures, registered by the date of the 
First Annual Returns, was contributed by each year of registration. 

The importance of the boom immediately after the War is 
obvious. The years 1919 and 1920 were responsible for 12-5 per 
cent. and 17-0 per cent. of the total Paid-Up Capital as defined 
above, and for 13-2 per cent. and 17-3 per cent. of the Total Cash 
Investment. These proportions are not exceeded until 1928 
and 1929, which contain 17-4 per cent. and 14-1 per cent. of the 
total Paid-Up Capital and 21-1 per cent. and 11-5 per cent. of the 
total Cash Investment. In other words, these four years between 


1937] POST-WAR PUBLIC COMPANIES 503 


TABLE II. 


Capitalisation and Investment. 


Paid-up Capital, Total Debentures, Cash Investment, as shown in the First 
Annual Return after Registration. 


(£000.) 
Year of Registration. Total Paid Up.) pebentures. Total Cash. 

1919 . 20,249 4,242 12,484 
1920 . 27,639 1,165 16,347 
1921 . 1,301 337 439 
1922 . 4,895 2,349 1,068 
1923 . 7,031 65 4,770 
1924 . : 8,509 2,998 4,639 
1925 . 8,110 2,919 5,731 
1926 . 12,594 3,216 10,374 
1927 . 12,744 1,190 6,883 
1928 . 28.195 12,412 19,970 
1929 . 22,769 5,693 10,875 
1930 . : 6,059 864 506 
1931 . 999 33 254 
1932 . : 1,073 278 al 115 

Totals. ‘ 161,977 37,761 94,455 


them contain 61 per cent. of the Total Paid-Up Capital and 67-1 
per cent. of the total Cash Investment. The other ten years con- 
tain only 39 per cent. of the total Paid-Up Capital and 32-9 per 
cent. of the total Cash Investment. This gives a measure of the 
extent to which new Capital Investment in industry, in the post- 
War period, has depended upon boom conditions. It is also 
interesting to note the importance of Debentures in the 1928-9 
boom. Within the first year of their lives the 1928 companies 
had registered Debentures equal in amount to 44 per cent. of their 
total Paid-Up Capital. The proportion for 1929 is 25 per cent. 

Equally prominent is the decline in Paid-Up Capital and in 
Cash Investment for the Depression years 1930-32, accounted for 
partly by the fall in the sample, and partly by a change in the 
nature of the registrations, a larger proportion being reconstruc- 
tions. The latter accounts for the disproportionate decrease in 
Cash Investment. 

Seventy-eight per cent. of the Paid-Up Capital was in the 
form of Ordinary Shares. Of the 481 companies surveyed, 323 
(67 per cent.) had a Capital composed entirely of Ordinary Shares, 
74 had more than half, while 84 had less than half their Capital 
in the form of Ordinary Shares. A high proportion of Preference 
Shares is naturally not to be expected with most new registrations ; 


it is more typical of the older established company. 
LL2 
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The average size of all the companies surveyed was £337,000, 
or if Debentures be included, £415,000. The following table gives 
an indication of the sizes of the companies as measured by Paid-Up 
Capital. 

IIT. 
Size of Companies ; Paid-Up Capital. 
Paid-up Capital at the Date of the First Annual Return. 
(£000 omitted.) 


o- | 50- | 100- | 250- | 500- | 750- | 1,000-| 2,500-| °:00? 
50. 100. | 250. | 500. | 750. | 1,000. | 2,500. | 5,000. Perio 
No. of Com- 
panies <1| 83 72 145 92 34 15 35 4 1 
Percentage of 
Total | 15-0 30-2 | 19-2 7-1 3-1 7:3 0-8 0-2 


It will be observed that 62-5 per cent. of the companies are 
below £250,000 in total Paid-Up Capital size. 


Investment by Industry. 


A comparison of the proportions of total Paid-Up Capital and 
of the total Cash Investment which went to the various classes of 
industry serves as a corrective of ideas of relative importance based 
on the number of registrations. Table IV below will make this 
clear. 

It will be seen that mere number of Registrations does not give 
a fair picture of the relative importance of these classes from the 
point of view of either Capital or Investment. Rubber, for in- 
stance, accounts for 10 per cent. of the registrations, but for only 
6 per cent. of the total Capital, and for but 4 per cent. of the total 
Investment. Textiles, Food and Investment Companies are the 
most important as regards Investment, together accounting for 
42-7 per cent., as compared with 28 per cent. of the total number 
and 30-7 per cent. of the total Capital. Investment Companies 
are the most important class; whilst they form only 4-7 per cent. 
of the total number, they account for 13-0 per cent. of the Invest- 
ment. Naturally their size tends to be much larger than the 
ordinary business company, and they tend to be 100 per cent. cash. 
In Paid-Up Capital, Coal Iron Steel is the most important, account- 
ing for 14-7 per cent. of the total, but it is less important as regards 
Investment, comprising only 6-5 per cent.—a measure of the post- 
War importance of amalgamation in this group. 
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TABLE IV. 


Direction of Investment. 


Showing the Percentage of Total Registrations, of Total Paid-up Capital, and 
of Total Cash Investment in Different Industries. 


Percentage | Percentage | Percentage 
— of Total of Total of Total 
si Registra- Paid-up Cash In- 
tions. Capital. vestment. 

Food . 8-5 7:3 9-5 
House and Personal : : 6-3 5-5 5-0 
Amusement . : 75 5-9 5-1 
News . : 1-0 4-0 3-2 

Group I, Total . 23-1 22:7 23-0 
Building and Road Materials . A 4:3 2-2 2-8 
Coal, Iron and Steel 4:7 14-7 6-5 
Engineering . 2-5 1:8 1:3 
Motors 3-5 2:8 2-7 
Electric and Wireless 21 1-5 1-4 
Textiles 6-3 8-2 10-5 
Tin 6:3 2-5 2-2 
Other Base . 3-1 ~ 37 2-0 
Gold 5-0 2-5 1:8 
Rubber 10-0 6-0 4-4 
Tea 2-5 1:3 1-1 
Oil 3-3 2-2 2-4 
Paper 1-7 1-9 31 
Glass 1-2 0-7 0-8 
Others 6-3 6-3 4-9 

Group IT. Total 61-6 58-2 48-1 
Transport 2-4 2-1 
Finance 2:1 2-0 2-0 
Insurance 0-8 1-5 2-7 
Others 1-9 1-7 1-4 

Group III, Total 8-3 7-6 8-2 
Land and 1-7 2-5 2-9 
Investment . 4-7 7-9 13-0 
Public Utility : 1:0 0-8 | 0-8 

Group IV. Total 11-2 | 16-8 


Note.—Percentages above are correct to the last figure given. 


Method of obtaining Capital and Previous History of the Business. 


44 of the companies in the sample issued no shares at all for cash by the date 
of their First Annual Return. 

231 issued a Prospectus direct to the Public. 

37 issued a prospectus through an Issuing House. 

213 (including the 44 no cash companies) filed a Statement in Lieu of Prospectus, 
i.e. made no Public Offer. 

182 were businesses new to the Company form of organisation, of these 34, 14, 
23, 34, and 15 were registered in 1919, 1920, 1925, 1928, and 1929 re- 
spectively ; that is, these years accounted for alia itd 65 per cent. 
of the new businesses. 

81 were reconstructions of previous companies. 

183 were formed to acquire pre-existing companies. 

35 were formed as amalgamations or Holding companies. 
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II. Mortatity OF THE COMPANIES. 


Of the companies included in the sample 190 were dissolved 
over the period of investigation. It was decided to count as Dead, 
i.e. as having failed :— 


(i) All companies wound up by order of the Court. 

(ii) Creditors’ Voluntary Winding Up (where “ it is proved 
to the satisfaction of the shareholders that the company cannot, 
on account of its liabilities, continue in business ”’). 


These are obvious failures. To these have been added 


(iii) Companies struck off the Register because of failure 
to make the necessary Return under the Acts, which implies 
that the company is not operating. 

(iv) Companies voluntarily wound up not for sale or amal- 
gamation nor for reconstruction. Examination of the files 
shows that this implies failure, although the company usually 
has some prospect of settling its debts. 


I have satisfied myself by inspection of the Files and from 
outside sources that this procedure is reasonable. 


(v) Companies wound up for reconstruction of Capital. 
These are included ‘‘ because they imply that the prospects of 
the business in its original form were bad”? (MacGregor). This 
is shown by the rearrangement of Capital and by the heavy 
Write-Offs that occurred in every case and which amounted to 
at least one third as a rule. 


Companies wound up for sale or amalgamation are not included 
because of the difficulty of determining the reason for the winding- 
up, although there was negative evidence that many of this class 
should have been included. 

Of the 190 dissolutions, 60 were dissolved not for sale or amal- 
gamation by voluntary resolution of the shareholders, 20 of these 
being reconstructions. A further 69 were voluntarily dissolved by 
reason of their liabilities, 25 were compulsorily wound up by order 
of the Court, and 8 were struck off the Register. In addition, 28 
were wound up for sale or amalgamation. 

A total of 162 companies is therefore counted as having failed. 
The following table shows the incidence of failure for each year of 
registration. 
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TABLE V. 
Mortality. 
Cumulative Table showing Deaths by Periods after the Year of Registration. 
Year of | Total Total Deaths in (years after the year of Registration). 
Regis- in 
1919 63 8 | 12 | 16] 19 | 21 | 23 | 23 | 23 
1920 73 ll | 33: | 18. | FO | 
1921 18 Oo; 31] 4 4 5 5 7 8 9 
1922 22 2] 3 3 3 4 6 7 7 7 
1923 22 0}; 0; 0; 0 0 2 3 3 3 3 3 
1925 39 1} 4; 7] 8 | 10; 13 | 16 | 146}; 14; — — 
1926 30 1 IE | 2] 4 6 7 7 7/—/]—]— 
1927 40 Oo; Of 4 6 8; 10}; — 
1928 74 3 {11 [27 | 27 29} — —] — - — 
1929 44 4} 9 17} —}| —| 
1930 11 1} 3/3), 
1931 8 —] — — 
1932 10 1} 


From this table the risks of failure for different years of regis- 
tration may easily be compared by the percentages dying within 
given periods after the vear of registration, thus :— 


Year of Registration : 3 
Percentage dying with- 
in five years after 
year of registration . | 19 | 14 | 22 | 14; O | 19 | 26 | 20 | 15 | 36 | 39 


It is difficult to provide a general measure of the risks of the 
companies sampled over the whole period of investigation, for the 
data for each year of registration will vary in the length of time it 
covers. The following is suggested as providing within limits a 
general measure of the risk of failure. 

An index of the average risk of failure within a given period— 
say, ten years—was obtained by taking as base the number of 
companies for which we have data extending over at least the 
period in question; in the case of ten years, all companies formed 
up to 1924, or 225 companies. The number of these companies 
dying within the given period was then taken as numerator; 
67 companies in the case of ten years. On this basis the following 
table is constructed. 
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TABLE VI. 


i The Risk Factor. 


Showing the Average Percentage Risk of Dying within various Periods after 
Year of Registration. 


Period of Years after Registration Year. 


No. of Companies for 
which records extend 
over indicated periods | 481 | 481 | 471 | 463 | 452 | 408 | 334 | 294 | 264 | 225 | 198 

No. of those Companies 
dying within indi- 
cated periods . . | 13] 41] 67} 88]100}101| 84} 80} 81] 63 

Risk Index. Average 
percentage risk of dy- 
ing within indicated 


periods . 27| 31} 30] 32 


to 
to 
to 
bo 


3]; 14] 19 


The table is not worked out beyond eleven years because of the 
narrow basis beyond that point. It is but an attempt to measure 
the average risk of failure, and has all the weaknesses of an index 
with a variable base. It does, however, appear to give a fair 
picture of the incidence of failure, for the type of company sur- 
veyed, in the post-War period. It is probably most reliable for 
periods up to 8 years or so, for up to that point the influences at 
work are most diverse, e.g. the basis of the index for a period of 
eight years after registration comprises companies formed from 1919 
to 1926. Thus, to say that on the average 25 per cent. of the 
Public Companies during the period covered die within seven years 
probably gives a fair picture of the Risk. 

This device is useful because it provides the only method of 
comparing the mortality of different industries. 

The following table shows the percentage average risk of failure 
for different Industrial classes within a period of five years after 
registration. Particulars are given for this period only, because 
of the detail involved in a full statement and because, of all 


TaBLE VII. 
The Risk Factor ; Industrial. 
Percentage dying 
within five years |32]21/21/ 33 }14/17|47| 60 |22/18] 31 |30|20/22| 9 |38/ 5 |20 
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possible base periods, five years seems most convenient, for the 
companies for which records are available for five years include 
companies registered in the period 1919-29 inclusive. 

This inquiry has endeavoured to provide a guide both to the 
magnitude and direction of Investment in Public Companies 
recognised by the Stock Exchange and registered in the period 
1919-32. Subject to sampling errors, it would appear that £400— 
500 million was invested in new companies, recognised by the 
Stock Exchange, during the period surveyed. From the present 
sample it would seem that roughly an eighth of the post-War 
Investment in Public Companies has been invested in Investment 
Companies. Textiles and Food are the next most important 
classes. 

The incidence of failure is less than that revealed by earlier 
surveys. Prof. D. H. MacGregor found that 58 per cent. of all 
companies, and 42 per cent. of the “ operating companies,” 
registered in 1880 failed within five years.1| Mr. H. A. Shannon’s 
survey of the companies effectively formed from 1856 to 1863, 
showed a 33 per cent. failure within five years (this does not include 
reconstructions).2_ These should be compared with the 39 per 
cent. and 22 per cent. failure within five years of the companies 
in the present sample registered in 1929 (the worst year), and in 
the period 1919-29, respectively. It should, however, be remem- 
bered that the previous surveys covered the whole range of 
company registrations. The results of the earlier surveys, there- 
fore, do not necessarily justify a complacent view of the mortality, 
in what is, on the whole, the most closely scrutinised form of 
investment. Further inquiry is necessary before we can estimate 
the extent of the decline in mortality for this class of business, 
because of the differences in the bases of the earlier inquiries and 
of this. By reason of its more stringent provisions, especially 
with regard to Prospectus details, it has been suggested that the 
1929 Act, which came into operation during the present survey, 
might bring an improvement, but it is yet too early to ascertain 
the effects of that legislation. It is not in a depression that the 
effectiveness of Company Law is tested. It is hoped at a later, 
more suitable date, to carry the survey on and thereby make 
comparison possible. 

After I had commenced this study I found that Mr. Shannon 
had been making a survey in the same field. He was unfor- 
tunately prevented from proceeding, and very generously gave me 


1 Economic JouRNAL, Dec, 1929. 
Economic JouRNAL, Htsrory, Vol. 11, No. 7. 
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his material covering the first three years. The direction and 
methods of the present work owe much to this, although the 
responsibility for the use that I have made of it is mine alone. 
Acknowledgment must also be made to the Registrar and his staff, 
both for access to the Somerset House records and for many kind- 
nesses there received. Financial assistance was made from the 
Research funds of University College, Southampton. 
P. W. 8S. ANDREWS 


REVIEWS 


Studies in the Theory of International Trade. By Jacop VINER. 
(London : AllenandUnwin. 1937. Pp. xv + 650. 18s.) 


THE history of economic theory is an important part of general 
history. It tells us the intellectual background of a vital section 
of the decisions of policy by which human life has been governed. 

In this book Professor Viner has made a very valuable contri- 
bution to the subject. The book is properly entitled ‘“‘ Studies,”’ 
for it is composed of several practically independent portions, 
which are not intended to cover, between them, any well-defined 
area of economic investigation. 

The first four chapters are devoted to certain English schools 
of thought from the seventeenth century to the middle nineteenth. 
Professor Viner has applied his acute critical faculties to elucidating 
the development of mercantilist theory and of the movement of 
liberation from that theory which culminates in Adam Smith. 
When he comes to the next phase, the period of the controversies 
arising from the Bullion Committee, and the currency school 
and the banking school, Professor Viner’s theme is not so much 
international trade as monetary policy and monetary theory. 
The dynamics of international trade cannot be separated from 
monetary theory. From time immemorial monetary policy has 
been governed by the foreign exchanges. That is no doubt the 
justification for a digression, and if the three chapters forming this 
section (and extending over 170 pages) are hardly covered by the 
title of the book, they are so interesting and valuable in them- 
selves that no one will find fault with their being included. 

Among points of interest in this portion of the book may 
be mentioned the references to James Pennington, whose claims 
to have originated the rule followed by the Bank of England in 
the days of Horsley Palmer, and expounded by Palmer to the 
Parliamentary Committee of 1832, have not hitherto been 
recognised. Professor Viner quotes a passage from a memorandum 
written by Pennington in 1827 in which he advocates precisely 
the rule enunciated by Palmer, the securities of the Bank to be 
kept constant so that the Bank’s paper “could contract and 
expand according to the increase or diminution of its bullion ”’ 
(p. 225). Since it was a modification of the rule of 1832 that was 
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ultimately embodied in the Bank Charter Act of 1844, this 
memorandum possesses considerable historical interest. 

The second half of Professor Viner’s book, Chapters V to IX, 
is more specifically devoted to its ostensible subject, international 
trade. These chapters are no longer limited to the theories of 
English economists. And they are concerned as much with 
current controversies as with the history of opinion. The historical 
aspect is not neglected. Nineteenth-century theories of the 
balance of payments and international movements of specie are 
given in historical sequence, and the theories of the gains from 
international trade, of comparative costs and of the terms of trade 
are traced back to Ricardo and Mill. 

And some current controversies are themselves part of history 
—for example, Mr. Keynes’ views on German reparations. Pro- 
fessor Viner offers some discerning criticisms on Mr. Keynes’ 
controversy on that subject with Professor Ohlin (Economic 
JouRNAL, March, June and September, 1929). He points out 
that Mr. Keynes persistently neglected the effects of international 
payments on demand. Neither Professor Ohlin, however, nor 
Professor Viner himself quite reached the simple principle that 
the impact of such payments, even after all requisite adjustments 
have been effected, is likely to be mainly and perhaps almost 
exclusively on the imports (from all quarters) of the two countries 
concerned. ‘The reaction on exports is likely to be both limited 
and tardy. Given the difficulty of expanding exports, on which 
Mr. Keynes’ argument was mainly founded, that would be a 
reasonable inference from Professor Ohlin’s arguments, but it 
was not explicitly formulated by him, nor do Professor Viner’s 
criticisms bring it out. 

Under the heading, “ Gains from Trade,” Professor Viner offers 
some interesting and subtle analysis. His examination of the 
methods based by Marshall and Edgeworth on the “ Reciprocal 
Demand Curve ” is particularly noteworthy. 

The reciprocal demand curve, relating together the amount 
of a country’s exportable commodities which it would give in 
exchange for different amounts of the exportable commodities of 
another country, is undoubtedly a useful instrument of analysis 
for some purposes. But it is a peculiarly awkward instrument 
of thought. The curve takes for granted all the necessary adjust- 
ments in both the production and the domestic demand of the 
exportable goods of each country, and the conscientious economist 
who would follow the reasoning has to carry in his head all the 
appropriate assumptions about these adjustments. Professor 
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Viner quotes Edgeworth: “A movement along a supply-and- 
demand curve of international trade should be considered as 
attended with rearrangements of internal trade ; as the movement 
of the hand of a clock corresponds to considerable unseen move- 
ments of the machinery ” (p. 585). 

Professor Viner uses a modified form of the curve which, 
though the adjustments in the background are still taken for 
granted, does sensibly relieve the strain on the mind. And he is 
enabled to handle the problems that arise with all the greater 
effect. 

Professor Viner, in compiling this book, has taken the oppor- 
tunity to answer the criticisms made by Professor J. W. Angell 
and others on his own earlier work Canada’s Balance. He has 
shown that the criticisms are in great part due to misunder- 
standings, and he has disclosed one or two statistical errors in 
Professor Angell’s calculations. He has also pursued his own 
statistical investigation a little farther and in gome respects 
revised his method. The passage (pp. 413-32) will be of con- 
siderable interest to those familiar with Canada’s Balance. 

Professor Viner naturally gives a prominent place among the 
works he discusses to Professor Ohlin’s Interregional and Inter- 
national Trade. His general commendation of the book is 
tempered by some criticisms of detail. He shows, for example, 
that Professor Ohlin has done something less than justice to the 
classical economists in supposing that they took no account of 
variations of the relative proportions of the several factors 
constituting real costs. But on one point he gives Professor 
Ohlin something less than his due. ‘‘ As to Ohlin’s dictum,” 
he says, “ that ‘ the theory of international trade is nothing but 
internationale Standortslehre, he must have in mind either a 
Standortslehre or a theory of international trade (or both) which 
has but slight resemblance to what is to be found in the existing 
literature bearing these labels.” Professor Viner may have a 
low opinion of some of the authors who have dealt with the 
location of industry, but he has forgotten that Professor Ohlin 
gives his own account of the matter, which is sufficiently elaborate 
and is independent of these other sources. 

These are no more than asmall selection from the wide range of 
topics dealt with in Professor Viner’s book. It only remains to say 
that the work is remarkable alike for extensive knowledge and 
research, and for skilful handling of innumerable difficult and 


subtle problems of economic analysis. 
R. G. HAwTREY 
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Economic Planning and International Order. By Lionet Rossrns, 
(London: Macmillan, 1937. Pp. xv + 330. 8s. 6d.) 

Proressor Rossins has written a frank and courageous 
book. There is no pretence to originality; yet in many respects 
the cogent and vigorous argument will stir the thinking processes 
of the reader afresh, and enforce a scrutiny of beliefs to make sure 
that they are not dogmas. The work is both a “ liberal ” mani- 
festo and that rare thing, a sober polemic. The polemic is against 
Independent National Planning (Chapters JI-IV), against Partial 
International Planning (Chapters V-VII) and against Complete 
International Planning (Chapter VIII). But the attack is 
continued in the manifesto of International Liberalism (Chapters 
IX-X1), which is considered to be one form of “ planning ” in the 
international sphere. The contents of the book might be described 
alternatively as consisting of the thesis that any form of centrally 
planned economy is bound to be less efficient in its use of resources 
than a “liberal” economy. The leading theme is the advantages 
to be derived from the territorial division of labour, a theme 
which, like the polemic, pervades the whole book. Perhaps the 
professional reader will find the theme laboured; if so, it should 
be remembered that the book is directed to a wide public, and by 
judicious skipping, the positive and more important chapters 
containing the manifesto will be reached quickly enough to 
reward the curbing of impatience. 

Little will be said here about the polemic. The general 
nature of the argument is the same as that made familiar by 
Professor von Mises. In this part Professor Robbins writes in 
a less convincing vein than in the manifesto. For example, he 
seems to be trying to show the a priori necessity of red tape in 
industry in a communist economy (pp. 209-210), which will 
probably meet with more resistance than would an argument 
based upon appeal to experience. Again,the emphasis laid on the 
difficulties or even futility in regulating hours (pp. 178-182) by 
international agreement makes one wonder whether Professor 
Robbins would have been equally sceptical about the Ten Hours 
Actin 1847. Onthe other hand, when he does appeal to experience 
in support of some of his generalisations, his interpretation will not 
always command universal assent. Apropos of mobility of labour 


in a planned system, can we say that we have learned from 
*“ experience how difficult it is to induce people to change their 
occupation (or their locality) if there appears to be the remotest 
chance of their obtaining State support if they stay where they 
are’? (p. 62). Masses of evidence could be adduced (e.g. the influx 
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into Oxford in the last ten years) to refute this as a generalisation 
from experience in post-war England, where State support has 
taken the form of unemployment benefit. 

The manifesto, however, is the basis on which the book should 
be judged. Professor Robbins is here no mere extollez of the vir- 
tues of free enterprise based on private property. He admits— 
with a long line of economists before and after Adam Smith—the 
necessity of coexistent plans: the plan that the invisible hand 
gives us must be supplemented by state schemes. Property and 
contract are not “in any sense natural” (p. 227); indeed, 
without a legal framework there could be no liberal “* plans.” 
Still more important, the liberal economist ‘‘ knows that there is 
no probability that the distribution of income will be necessarily 
proportionate to need. To this extent he must regard the end 
product of the market process as imperfect”? (p. 263). The 
socialist might slyly remark here that this is the thin end of his 
wedge. Nor does Professor Robbins make the mistake of believing 
that the liberal economy for which he pleads is one which gives 
results “‘ minutely optimal as in the abstractions of mathematical 
economics,” although he believes that, given a proper legal frame- 
work, attempts to exploit “‘ quasi-monopolist positions ”’ resulting 
from market imperfections will be frustrated “‘ outside very narrow 
margins” (p. 260). The “liberal” institutions may not work 
perfectly, but he thinks that no alternative system has been 
devised or suggested that promises to work with greater efficiency. 

The climax of the manifesto is reached in the penultimate 
chapter, on International Money, which supports the claims of the 
international gold standard conceived as a “ liberal ”’ institution 
as against monetary nationalism. This is the best chapter in 
the book. Monetary nationalism, with an international central 
bank to make compromises between conflicting national policies, 
is claimed to be as fantastic as the same idea would be admitted 
to be if it were applied between counties within a country. The 
very conception is political, arising out of the idea that the State 
has the prerogative to alter the value of money. Events since the 
war have convinced Professor Robbins that efforts to construct 
an international monetary federation via monetary nationalism 
are doomed to failure, and therefore he pleads for a return to some 
kind of gold standard. He is not dogmatic: indeed, with 
admirable frankness he says that ‘“‘if we are honest, we must 
confess that. . . our knowledge both of the desiderata and of the 
possible instruments of general monetary policy is so imperfect 
that, even within the context of the general liberal idea, it is not 
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possible to speak with any certainty concerning the most desirable 
ultimate form of international banking institutions ” (p. 304). 
He rates soundly those economists who, succumbing prematurely 
to discouragement regarding the success of internationalism, 
have bolstered up the politicians by depreciating the economic 
advantages of international trade and advocating national 
monetary and industrial independence. ‘The roots of this issue 
reach down deep to a postulate which must underlie any such 
essay in ‘ political economy ” as this of Professor Robbins. He, 
I think, implicitly asswmes that “liberalism ”’ is politically possible : 
many of his opponents assume, likewise implicitly, that a socialist 
state or ‘‘ planned” economy is politically inevitable. In 
meditating on practical problems which political datum should the 
economist accept ? 


Magdalen College, 
Oxford. 


REDVERS OPIE 


Preface to Social Economics. Hssays on Economic Theory and 
Social Problems. By Joun Maurice Cuark. (New York: 
Farrar and Rinehart, 1936. Pp. xxi 4+- 435. $2.75.) 


Two grateful pupils of Professor Clark, Messrs. Moses Abramo- 
vitz and Eli Ginzberg, have performed the useful service of 
publishing this selection of their master’s essays. The range of 
the writings is wide—too wide to lend themselves easily to review. 
Yet the editors have arranged them skilfully in two Parts, the 
first called Hconomic Theory and Social Problems, the second 
Dynamics of the Economic Mechanism. In the first Part there is 
one hitherto unpublished essay, “Toward a Concept of Social 
Value’; in the second Part, Professor Clark has appended a 
new five-page note to his now famous article “‘ Business Accelera- 
tion and the Law of Demand ” (originally published in the Journal 
of Political Economy in 1917), in which he comments upon recent 
controversy concerning one of his dynamic laws of demand. 
The note was written too early for him to comment on the recent 
re-setting of this one of his ideas, re-christened as “‘ the Relation.” 
These two items constitute the only hitherto unpublished material. 

The keynote of Part I might be said to be revolt; as the 
editors express it, ‘“ when Professor Clark started his work, the 
dominant economics stressed what he has happily called the 
assumptions of contentment” (p. xi). Every now and then a 
rebel or group of rebels appears within the ranks of economists 
protesting against the so-called complacency or wrong-headedness 
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or static quality of the existing science. England has had its 
Cliff-Leslie, its Jevons and now has its Keynes; America had in 
the early 1920’s its institutionalists. The first essay in this 
collection, “The Socialising of Theoretical Economics,” was 
originally published in The Trend of Economics (1924)—‘“‘a 
manifesto of the younger generation” of that time. The rebels 
are not usually well-read enough in the works of their predecessors 
to be understanding critics of the development and present state 
of economic theory. Happily for America, her critics included 
gentler rebels and good economic theorists such as Professor 
Clark. This opening essay, itself based in part on an earlier one 
(‘‘ Soundings in Non-Euclidean Economics,” 1921), bears witness 
to the wide though unsystematic reading of the author, not only 
in economics, but also in contemporary philosophy, psychology 
and sociology. The width of his reading makes him a gentle 
critic, for he can find so much in the past to support his present 
views (see the reference to Senior, page 131, who, by the way, 
is omitted from the Index of Names); the unsystematic nature of 
his reading (and of his writing for that matter) makes him appear 
more of a critic than he really is. 

What is the thesis? The answer is given by Professor Clark’s 
first sentence: “‘ Economics inevitably involves two things: a 
description of the way economic forces work, and a study of the 
economic efficiency—or inefficiency—which results.” He thinks 
that the two parts never have been separated, and is doubtful 
whether it is possible or desirable to do so. But what is the test 
of economic efficiency ? Can it “ stop short of the whole problem 
of good conduct and welfare”? It can; but not “ without 
introducing a bias. The economic standard of judgment. will 
become a standard which, from the broader social point of view, 
is limited or warped, either by excluding certain values .. . 
or by accepting certain partial or imperfect judgments of value 
...” (pages 3-4). This is important, because “ humanity will 
derive answers to its practical problems from the work of the 
economists, whether the work of the economists is intended for 
that purpose or not ” (page 5). This I take to be the reason why 
Professor Clark would have the economist take the bull by the 
horns and include within his scope social problems which are 
tainted with value judgments. He is a good pragmatist: the 
questions raised “will only be answered by the test of doing 
something about them and seeing how it works ” (page 4). 

Of the second Part it can only be said, within the compass of 


a review, that the essay already mentioned makes good re-reading, 
No. 187.—VvoL. XLVII. MM 
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especially in conjunction with the two closely related succeeding 
reprints, “‘ Productive Capacity and Effective Demand ” (from 
Economic Reconstruction, edited by Maclver) and “ Aggregate 
Spending by Public Works” (from the American Economic 
Review, 1935). The latter, together with Professor Clark’s 
important study, “ Economics of the Planning of Public Works,” 
which it foreshadowed, may well be read by English readers 
as an antidote to the more formularistic treatment of the 
multiplier.” 
REDVERS OPIE 
Magdalen College, 
Oxford. 


The Backward Art of Spending Money. By WESLEY C. Mrrenet.. 
(London: McGraw-Hill. 1937. pp. vii + 421. 18s.) 


THE eminent author; the intriguing title; the substantial 
volume, with its pleasant green covers and excellent type : what is 
it? The learned will already have remembered that the title is 
that of a paper contributed to the American Economic Review 
of 1912; and the book in fact consists in essays and addresses 
composed by Professor Mitchell in the last twenty-five years, and 
now collected by the piety of Dr. Joseph Dorfman. 

The eponymous paper comes first in time and place, and its 
subject lies somewhat apart; it asks and answers the question, 
why “ ignorance of qualities, uncertainty of taste, lack of account- 
ing, carelessness about prices—faults that would ruin a merchant— 
prevail in our housekeeping.” For the rest, the subject-matter is 
threefold: the scope and method of economics; the relation 
between economic studies and public policy; and the personal 
contributions of some great originals—Bentham, Ricardo, Wieser, 
Sombart, Veblen, Commons—to each of whom an essay is devoted. 

By reprinting these papers Dr. Dorfman has put in our hands 
much that before was scattered and remote. By bringing them 
together in one book he has done more: for as one reads them 
through one feels increasingly the impact of the mind from whose 
eclectic yet adventurous thought their unity derives. In his 
address at the opening of the Secial Science Research Building at 
the University of Chicago, Professor Mitchell looks back to his own 
student days on that campus, when Laurence Laughlin, Thorstein 
Veblen, and John Dewey were among his teachers. In more than 
one paper he describes the stimulus which the tasks of war 
imparted to the statisticians called to Washington : the sight of 
great potentialities, the heightened consciousness of public need. 
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From influences such as these, and from the breadth of reading to 
which other papers witness, we may derive the qualities which 
mark the present book. First and foremost, the belief that 
economics is a branch of the study of human behaviour. So far 
as our materials and problems allow, we must work on and from 
the facts. ‘‘ The major economists have sought to explain what 
actually happens, and have regarded their imaginary constructions 
as valuable in so far as they shed light upon reality. In this 
respect the workers of to-day are no more earnest than their 
predecessors. But many of our contemporaries have gained faith 
in the possibility of a more direct attack. Instead of imagining a 
realm ‘that never was, on sea or land,’ they prefer whenever 
possible to look directly at Main Street and see what they can 
make of the behaviour of the crowd ” (p. 399). Economic theory 
does not consist only in the general theory of equilibrium, nor is 
it tied to any one formulation of human nature and environment, 
but it must keep touch with all endeavours -to understand man 
in his daily life, and must change and advance with the movement 
of other social studies and of human affairs themselves. With 
this, next, the confidence that there is no occasion for disputes 
about methods and boundaries. ‘‘ The parts of past work that 
have poor prospects of survival ’’—and in the context we may 
read, the only parts—“ are the negative parts—the attempts to 
prove that there is no value or no place in economics for methods 
and results differing widely from one’s own ”’ (p. 413). And then, 
the faith that social science can enlighten and inform public 
policy : a faith which in the Harvard Tercentenary Address issues 
in the project of a National Planning Board. 

To these qualities we may add simplicity of style: the gift 
of seizing on essentials and choosing the right word makes possible 
a fine economy of phrase. Perhaps I am right in thinking that 
this asset grows with time, and that it is in the most recent 
compositions that the diction is most apposite and firm. 


EK. H. Poetrs Brown 


New College, 
Oxford. 


The Limits of Economics. By PRoressor OskAR MORGENSTERN. 
Translated by Vera Smith. (London: William Hodge. 
1937. Pp. vi + 160. 7s. 6d.) 


Tuts work is a translation and revision of Die Grenzen der 


Wirtschaftspolitik; the German title describes it better than the 
MM2 
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English. So far as a brief summary can be fair, its argument may 
be stated thus : We must distinguish between principles of science 
and judgments of value; it is wrong to suppose that any social 
order can be deduced from the principles of economics. Econo- 
mics none the less has its useful part to play in social policy, by 
helping to make that policy internally consistent, and throwing 
light upon the probable consequences of enactments. In thus 
applying economics to policy, we must remember that there is a 
gap to be bridged between abstract theory and the complexities of 
the real world; and we must remember also that ‘‘ economic 
policy is eo ipso policy in the wider sense ” (p. 46). A principal 
way in which economics can enlighten policy is by studying the 
record of past experience; but mere empiricism is sterile, and 
understanding is synonymous with theory. 

In considering Professor Morgenstern’s position, I have found 
it hard to know whether my view was correctly focused : the main 
subject seems to be at one time the economic theorist studying 
cause and effect, at another the applied economist devising long- 
run policy in the general interest, and yet again the economic 
politician, with his dependence on organised opinion and his bias 
towards measures yielding immediate and concentrated effects. 
Perhaps the centre of gravity lies between the second and third 
of these positions : the advisory economist must keep in mind the 
limits of practical politics, but must try to make policy consistent 
(e.g. pp. 31, 58-63). This view assimilates the duties of the 
economist to those of the civil servant, and Professor Morgenstern 
does not examine the place of academic freedom in economic policy 
save that “ the economist should always be allowed to say openly 
and freely that A follows from B” (p. 157; also p. 538). He 
points out that the principles of economics, like those of physics, 
are independent of the purposes with which applications of them 
may be made; but it is a further step from this to conduct a 
discussion of “‘ the connections between theory and its applica- 
tion” “‘on the assumption that we have to deal only with the 
elucidation of questions remaining after abstraction from the 
general meta-economic problem—that is, after the selection of 
aims” (p. 4). This assumption, though it leaves the author 
scope for many practical observations, precludes him from 
examining the personal problem of the social scientist who 
cannot view the selection of aims with indifference. It is hard to 
see, moreover, how in any train of social policy we can cut all the 
judgments of value away from those of fact: in a principal 
example (p. 58) we find the choice of means governed by the need 
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to protect the interests of a group ‘“ which for political reasons 
must at all costs be kept in its present position.” 
EK. H. Brown 
New College, 
Oxford. 


Saving and Investment. By W.E.ARmstroneG. (London : Rout- 
ledge. 1936. Pp. X + 270. 12s. 6d.) 


THE greater part of this book is faithful to the sub-title, 
which describes it as “The Theory of Capital in a Developing 
Community,” and constitutes an important contribution to the 
development and clarification of this branch of pure economic 
theory. Itis very clearly written and, considering the complexity 
of the problems dealt with, remarkably easy to read. (Except 
for two appendices, one on Simple Capital and one on Working 
Capital and Fixed Capital, in which the difficult labour of working 
out the mathematical implications of the corresponding periods of 
production is in striking contrast to the elementary nature of the 
mathematics involved.) 

The first chapter—“ Economic Equilibrium through 
gives the line of the whole book. The conception of certain normal 
relationships between the activities and satisfactions of economic 
subjects as between different days gives precision to a develop- 
mental path from day to day which recalls the “ period ” analysis 
of Mr. Robertson and the Swedes, but differs from it in two parti- 
culars. The disadvantage that the path is not the one necessarily 
followed (for deviations from this path are possible as a result of 
“* mistakes ”’) would seem to be more than offset by the advantages 
of being able to consider a much more simply described path, to 
follow which there is a tendency. For this is nothing more than 
the application to dynamic analysis of that same principle of 
equilibrium which has assisted at the birth of all the results that 
pure theory has so far been able to produce. 

After a chapter on “ Psychological Discount,’ which very 
usefully removes a host of ambiguities that normally accompany 
discussion of time preference, there follows a careful examination 
of Simple Capital (which is found when homogeneous labour 
develops automatically after a lapse of time into homogeneous 
income), Working Capital and Fixed Capital in terms of the 
period of production analysis of the Austrian School. ‘This is 
done with care and clarity, although the limitations of the assump- 
tions on which this analysis is valid are not given quite the 
emphasis they deserve. Particularly interesting in this analysis 
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is the author’s treatment of Saving and Investment. New 
definitions of these terms are by now almost sufficient to damn 
any book, but it cannot be denied that Mr. Armstrong’s procedure 
has the advantages of (a) bringing out clearly the true meaning 
behind the inevitable equality of Saving and Investment as 
recently stressed by Mr. Keynes and (b) at the same time distin- 
guishing between Investment as the decision concerning the use 
of resources which is causally operative and Savings as the excess 
of Income (not in Mr. Armstrong’s sense) over consumption which 
is the result. This is done in a way which seems much more 
satisfactory than what I take to be the Swedish method of doing 
the same thing—namely, by speaking of ex ante and ex post. 

After this main core of analysis there come some complications 
(to bring it nearer to the real world) concerning inheritance 
(which in a novel way is blamed for the element of Marxian 
exploitation in interest payments), land, division of labour, 
real income and inventions. The author then comes to consider 
money and shows an eagerness, towards the end of the book, to 
provide us with a supererogatory work on the Trade Cycle. The 
best parts of this are an account of the determination of the rate 
of interest in terms of liquidity preference (he strangely calls the 
acquisition of cash “ lacking ’’) in which much of Mr. Keynes’ 
recent contributions is worked out quite independently, and a 
fairly clear account of a meaning of Neutral Money. The trade- 
cycle theory he develops is very similar to Dr. Hayek’s, and his 
cure is to me unconvincing in its stress on the average period of 
production whose practical relevance where capital is not Simple 
is not obvious, and on Neutral Money, which begs many questions. 
This, however, cannot be held against the book, since the whole 
of this part is a gift. Though it testifies more to the moral urge 
that the author feels to subdue “ the forces that have escaped 
social control” than to his success in diagnosing and prescribing 
for them, it should not be allowed to draw the reader’s attention 
too far away from the useful analysis of Capital and Money, 


Saving and Investment. 
_A. P. LERNER 


London School of Economics. 


A Simple Theory of Capital, Wages, and Profit or Loss. By 
KE. C. van Dorp (London: P. 8. King. 1937. Pp. 260. 
12s.) 

Miss van Dorp has written a lively and interesting book. 

Her conclusions may not commend themselves to everyone, but 
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it is as pleasant as it is unusual to find a book in these days in 
which it is at least reasonably clear what the author means. 
On these grounds the work may perhaps deserve the bold title of 
“simple.” However, there is no display of false modesty: by 
‘simple ” Miss van Dorp means not merely ‘“‘ comprehensible,” 
but “true”; and that, of course, may be quite another matter. 

The greater part, and undoubtedly the best part, of the book 
is critical. The criticism of B6hm-Bawerk is excellent, and goes 
a long way towards clearing up the muddle which has enlivened 
the pages of our journals for so many decades. Miss van Dorp 
distinguishes clearly the three main strands which make up 
Bohm-Bawerk’s theory and sees also the great importance of his 
criticism of the “ productivity ” theories of interest. Perhaps 
she under-estimates the importance of the concept of a period of 
production, but in that she is hardly to be blamed, for as formu- 
lated by BoOhm-Bawerk the concept has undoubtedly done more 
harm than good. She also has many penetrating comments on 
Keynes: indeed, the chapters on Béhm-Bawerk and on Keynes 
are good enough to be recommended widely for the reading of 
students. 

The positive part of the book is much shorter, more sketchy in 
outline, and not wholly satisfactory: it is characterised by 
occasional flashes of insight rather than by systematic exposition. 
Among the virtues of her theory we may list a clear distinction 
between capital value as an accounting concept and capital goods : 
a clear distinction between interest on loans and profit on enter- 
prise, and a sense of the dynamic nature of profit, and of its 
connection with the time-relationships of the economic process. 
Thus the essence of her theory is that if we take two successive 
periods—*‘ weeks ’—the profit in the second week is equal to 
the total product of that week less that proportion of the product 
of the previous week which entrepreneurs decide not to consume, 
for this latter quantity is the total cost of producing the second 
week’s output. To Miss van Dorp, therefore, the decision of 
entrepreneurs as to the division of the total product (which they 
own on its production) between their own consumption and the 
consumption of those whom they employ is the independent 
determining factor. The reader will recognise in this attempt to 
reduce the bewildering circularity of monetary relationships to 
manageable form a good deal of current ‘‘ Cambridge ” doctrine 
—indeed, much more in the book, especially the treatment of the 
rate of loan interest as a purely monetary phenomenon, deter- 
mined apparently only by the whim of the monetary authorities, 
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suggests the Cambridge atmosphere. The book is written from 
Cambridge, but how much the writer has contributed and how 
much she has received from the mélée of ideas an outsider can 
hardly judge. 

However, perhaps the “this week, next week” school of 
economic thought is a little too simple, for the real time-relations 
of economic life move in a more complex way. The theory of 
capital must surely start with a clear concept of the nature of 
capital and of the rate of profit in an individual enterprise: this 
Miss van Dorp does not attempt to supply. Her theory of 
unemployment also strikes the observer as somewhat naive. 
Nevertheless the serious student will find the book well worth 
reading, both for its matter and for its vivacious style, which is 
not impaired by its slightly foreign idiom. 
K. E. 
The University of Edinburgh. 


N.R.A. Economic Planning. By C. F. Roos. (Cowles Com- 
mission for Research in Economics, through the Principia 
Press, Bloomington, Indiana, Williams and Norgate. 1937. 
Pp. xxi + 596. $5.00. 21s.) 


PROVIDED its limitations are recognised, this book may be of 
value to those interested in the practical aspects of economic 
planning. It was obvious from the beginning that the N.R.A. 
experiment, whatever its fate, would prove a gold-mine for 
subsequent research. Mr. Roos was in a particularly favourable 
position to exploit this opportunity. As a Director of Research 
in the Research and Planning Division of the N.R.A., he was 
well placed to see, and in many instances to take part in, all that 
occurred. To this initial advantage of position he adds an out- 
spoken directness of comment which makes his analysis both 
readable and interesting to economists, civil servants, and others 
engaged or likely to be engaged on similar tasks. 

On the other hand, it cannot be said that he provides an 
answer to the question raised in the introduction: ‘‘ What can 
we expect from economic planning?” The multitude of facts 
he adduces are relevant, but they are far from conclusive. They 
give a vivid picture of what happens in a country as vast and as 
varied as the United States when, in the depth of a major 
depression, a plan is improvised almost overnight and applied 
by a heterogeneous army of experts assembled ad hoc. Further- 
more, the measures examined are all seen solely from the angle 


1937] ROOS : N.R.A. ECONOMIC PLANNING 525 


in which they appeared in the N.R.A. Thus, the shortening of 
hours of work is looked upon and judged essentially as a means 
of promoting recovery. Its true aspect, as the natural and 
necessary concomitant of technological advance, is barely glanced 
at. Again, such questions as the minimum wage are examined 
as if the N.R.A. codes, with their very special features, were the 
first attempts made to regulate wages. Problems which came up 
and were dealt with twenty or thirty years earlier in Australia, 
Great Britain and New Zealand are treated as if they were new 
discoveries. Of the international aspects of economic planning, 
apart from an inaccurate reference to the work of the Inter- 
national Labour Organisation, practically nothing is said. That 
Mr. Roos has his own personal bias and perhaps little familiarity 
with questions of industrial relations is evident from the chapter 
dealing with collective bargaining and from his summing up. 

But if once the book is taken not as an answer to the question 
“What can be expected from economic planning?” but as a 
vivid inside description of what occurred in a particularly interest- 
ing attempt to fight industrial depression, it has much to offer. 
The observations made and the conclusions reached are the 
genuine product of experience, whatever may be their general 
validity. In his fervent empiricism the author has no great 
respect for economic theory. He records that in dealing with 
the price and cost relationships, which were one of the perpetual 
difficulties in the writing of codes, theory was found “ of little, 
if any, help, except to show where business men got their im- 
practical notions.” He has a correspondingly ardent belief in 
statistical data, but has had the restraint not to overburden the 
text with tables and charts. Generally speaking, his broad 
analyses of the difficulties which arose and of the solutions sug- 
gested are marked by acumen and sound sense. But the most 
vivid and in some ways the most valuable sections of the book are 
those describing the actual process of policy making and adminis- 
tration. Some of these are not without humour. The signing 
of a code, which had been condemned and later proved unwork- 
able, because the minority report favouring it had been placed 
on the top of the file; the judge who refused to carry on with 
some minor prosecution under the Blue Eagle on the grounds that 
neither President Roosevelt nor General Johnson was in court; 
such electrifying passages as “ About this time, the mayonnaise 
industry petitioned for an emergency ”—the trouble being that 
a product with a smaller oil and egg content was being sold at a 
lower price: these and a multitude of other incidents help to 
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bring out the all-important human element which theories of 
economic planning sometimes forget. 

Looked at in retrospect, the N.R.A. now appears as the first 
headlong assault upon a system which can be easily attacked but 
can be reformed only with the greatest difficulty. It is now 
evident that in the gradual building up of a ‘“‘ mixed ” system, to 
which private initiative and public control may each make their 
characteristic contribution, all the N.R.A. problems will have to 
be dealt with: the shorter working week, wage regulation, child 
labour, collective bargaining, fair competition, monopoly, price 
and cost control, adjustment of purchasing power. This first 
mass assault upon these problems by the leading industrial country 
provides valuable strategic and tactical suggestions for the future, 
but its outstanding lesson is surely the need for well-tried and 
well-organised administrative machinery, without which the most 
expert planning at the periphery is liable to be ruined by chaos 
at the centre. 

The N.R.A. experiment cannot furnish proof of the imprac- 
ticability of planning carried through with the time and the 
method necessary for success. What is surprising are not the 
mistakes, miscalculations and confusion which inevitably attended 
such a vast effort carried through without any preparation by 
hastily improvised administrative organisation at breakneck 
speed, but rather the real measure of its achievement in spite of 
these appalling handicaps. Mr. Roos’s experience has perhaps 
naturally made him sceptical of all future planning, but the 
evidence which he adduces hardly warrants so pessimistic a 
conclusion, nor does he suggest any practical alternative. 

ButLEeR 


Geneva, 


Lexpérience Roosevelt et le milieu social américain. By L. R. 
Franck. (Paris: Alcan. 1937. Pp. 386.) 


Tuts review of the progress of the New Deal up to the end of 
1935 is generally sympathetic towards Mr. Roosevelt, yet none 
the less very well balanced. The two measures which the author 
considers most important and successful—the devaluation of the 
dollar and the Wagner Labour Act—were reaffirmed by the 
Supreme Court, and are still in force. If the President’s labour 
policy had a weakness, he suggests that it was that it tended to 
place the A.F. of L. in a monopoly position; but since he wrote, 
the emergence of the C.I.0. has, of course, altered the picture. 
Concerning N.R.A. and A.A.A. he is much less enthusiastic, and 
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argues that little was lost when they were later declared uncon- 
stitutional. N.R.A. he considers a plain piece of corporatisme, 
and, as such, a grave danger—had it been less unpopular—to 
economic liberty in the United States. That its invalidation did 
not prevent it from continuing to strengthen the power of mono- 
poly for the time being, M. Franck would probably agree. Its 
main practical effect (p. 112) was to transfer income from some 
classes of labour to other classes, and he gives (pp. 247 ff.) a most 
interesting account of the effect on coloured labour of the minimum 
wage provisions embodied in the Codes. For him, as for most 
observers, recovery was due to public works rather than to N.R.A. 
He admits that A.A.A. did much to help at a critical moment, 
but believes the same results could have been achieved by simpler 
methods. 

With these conclusions few will wish to quarrel. Perhaps 
the most interesting part of the book, however, is that—not so 
narrowly economic in interest—in which he discusses the Con- 
stitution and the general attitude towards it, the working of the 
spoils system, and the tendency to local dictatorship exemplified 
in extreme form in the career of Senator Long. The book is most 
readable, the more so as it is frequently embellished with personal 
observation and anecdote. A detailed study of the half-dozen 
more important Codes is appended. One could only have wished 


for an index. 
HaroLp BARGER 


Columbia University, 
New York City. 


The Economics of the Iron and Steel Industry. By C. R. 
Davueuerty, M. G. pe Cuazeau, and 8. Srrarron. 
University of Pittsburgh, Bureau of Business Research 
Monograph No. 6. London: McGraw-Hill, 1937. (Vol. I, 
pp. xxxiii + 578; Vol. II, pp. xx + 610. 70s.) 

NumeErovs general studies of the Roosevelt programme of 
industrial and social reconstruction in the United States have been 
made in the past few years, but hitherto detailed investigations 
of the effects of the policy of the National Recovery Administration 
upon the principal industries of the country have been lacking. 
In the case of the iron and steel industry, this important task 
has been very thoroughly performed by Professors Daugherty, 
de Chazeau and Stratton of the Bureau of Business Research of 
the University of Pittsburgh, and these two volumes embody the 
results of one of the most comprehensive inquiries which has so 
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far appeared into the effect upon a basic industry of the code 
system set up by the National Industrial Recovery Act, 1933. 

The study is presented in four parts. Part I deals with the 
purpose of the study; with the nature of the industry and with 
pre-code economic conditions; with an analysis of the Code of 
Fair Competition in the Iron and Steel Industry; and with a 
general review of the administration and labour provisions of the 
code. The earlier chapters of this part contain little that is new, 
but they confirm in broad outline the picture of the structure, 
organisation and labour conditions contained in pre-war and pre- 
depression accounts of the iron and steel industry in the United 
States. The later chapters show that the Steel Code was not 
only an experiment in industrial self-government, but also a 
bargain between the Administration and the representatives of 
the industry. In return for undertaking to increase the rate of 
wages, reduce hours and spread employment, the industry was 
permitted to set up rules and regulations that would eliminate 
secret. price-cutting and preserve and perfect an artificial system of 
delivered prices (p. 204). The general administration of the 
Code and its labour provisions are next subjected to examination, 
and it is concluded that the system of administration was in- 
adequate to secure active supervision in the public interest and in 
the interest of the workers in the industry. 

Part II is concerned with problems of production and pricing. 
This section traces the effects of the provisions of the Code that 
deal with limitation of output and restriction of capacity. The 
attempt to estimate the effects of the regulation of wages and 
hours on costs of production and on the financial position of iron 
and steel companies is made difficult by the brevity of the period 
during which the Code was in operation, by the absence of adequate 
statistical data and by the complicating factor of general economic 
recovery. Trade practices, the basing-point system and the pricing 
of iron and steel under the code are examined historically and 
analytically in three important chapters. 

In Part III, which is devoted to labour conditions and labour 
relations, wages, hours of labour, working conditions, and the 
relations of employers and employed are discussed in detail. 

Part IV contains a summary of findings and an epilogue in 
which attention is concentrated on the two principal problems of 
the industry—namely, pricing and labour relations. The establish- 
ment of a Federal Commission to make recommendations concern- 
ing an effective public policy toward the iron and steel industry is 
urged. 
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It is impossible to read this study without admiration for its 
thoroughness, and envy of the facilities and resources which have 
enabled it to be carried out. The authors are to be congratulated 
on a piece of co-operative work which, as a critique of a particular 
form of industrial self-government, should serve as a guide to 
policy, and which in time will take its place among the important 
records of a fascinating. period in the economic history of the 


United States. 
E. D. McCaLtum 


King’s College, 
Newcastle-upon-T'yne. 


Thorstein Veblen and his America. By JosepuH DorrMan, 
(London: Gollancz. 1935. Pp. 556. 18s.). 


THORSTEIN VEBLEN, whose life is narrated in this excellent 
volume, was, with J. B. Clark, perhaps the most penetrating 
economic thinker which the United States-has as-yet produced. 
Born in 1857 of Viking stock on the middle-western frontier, he 
attended a small denominational college, where, interestingly 
enough, Clark was his teacher. Then, after sampling economics 
at the newly-established Johns Hopkins University, and finding 
it to be inferior, he studied philosophy at Yale. Even then 
heterodox in his opinions, he could not find an academic opening, 
and was forced to return to his western farm, where—though 
ostensibly a failure—he spent the next seven years in detailed 
economic study. Finally, in 1891, he attracted the attention 
of J. Laurence Loughlin, and when the latter was appointed to 
head the Department of Economics in the newly-founded Uni- 
versity of Chicago, he brought Veblen with him. Here Veblen 
spent the most creative years of his life and developed most of 
the theories with which his name is associated. Influenced 
probably by the studies of his neighbour, Franz Boas, on the 
“potlatch”’ system of the Puget Sound Indians, as well as by the 
contrast between the working standards of his Viking forbears 
and the luxurious life which was beginning to develop among 
the wealthy of Chicago, he wrote his celebrated T'heory of the 
Leisure Class. Here he was almost the first, except for John 
Rae, to analyse the motives for luxury, which he found to lie 
in a competitive struggle for prestige, and which expressed itself 
in ‘conspicuous waste” and conspicuous leisure.” Then 
came the disclosures of the Industrial Commission concerning 
the business practices of American trusts and combinations, 
which stimulated Veblen to write his Theory of Business Enter- 
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prise, in which he traced in sharp contrast the frequent antithesis 
between industrial and pecuniary employments, or the making 
of goods as against the making of money. In fact, in an era 
when Anglo-Saxon economists were treating perfect competition 
as the prevailing norm and monopoly as the exception, Veblen— 
looking at the facts about him—was emphasising the prevalence 
of monopoly or highly imperfect competition as the predominant 
type in urban industry. Some years later came his Imperial 
Germany and the Industrial Revolution, in which he pointed out 
how a country which borrowed its industrial technique could, 
by avoiding the mistakes of the originating countries, enjoy an 
advantage over them. 

Despite his brilliance, Veblen was always more or less anathema 
to the leading economists and, except for devoted students such 
as Mitchell, Hoxie and Davenport, was always relatively ignored 
by them. Those of my generation, however, were accustomed 
in our leisure hours to read his books and articles as a relief from 
the many aridities of the “ definitionists,’’ who seemed to pre- 
dominate. After the war he enjoyed a brief period of popular 
vogue. He lectured at the New School for Social Research in 
New York, and Sinclair Lewis based much of his novel Main 
Street upon the relationship which Veblen had indicated between 
the more or less parasitic small towns and the productive country- 
side. At this time, too, Veblen was an editor of the Dial, a 
journal of social reconstruction, and was far more open in his 
prophecies of an ultimate socialist society than ever before. 
His Engineers and the Price System, which appeared at about 
this time, was indeed a plea for the union of the scientists and 
technicians with the working classes, so that society might be 
placed upon a productive basis and freed from the wastes and 
restrictions of output which come with control by financiers. 
His last years were spent in retirement, during which he published 
an excellent translation of the Icelandic sagas, and he died in 
1929. 

Veblen was at once one of the most stimulating and most 
exasperating of men. Simple in speech, he wrote in a highly 
cumbersome and polysyllabic style redeemed by its insight, 
its true learning, and its mordant wit. In private life he pre- 
served an attitude of infinite detachment, not untouched at 
times by an element of intellectual cruelty. As one who has 
long admired him and sought to understand the riddle of his 
enigmatic personality, I have come to feel that these attitudes 
were adopted by him largely as a defence mechanism. An 
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awkward and none too prosperous member of immigrant stock, 
he felt ill at ease in society. A sceptic about private capitalism, 
yet living in a plutocratic age and environment, he felt himself 
surrounded by enemies, and chose to speak so that men might by 
indirections find directions out. 

But by his criticisms and his learning he helped to free the 
intellectual path of thousands who never met him face to face, 
and he remains perhaps the only full-blown genius which America 
has yet contributed to the economic thought of the world. 

Dr. Dorfman has put us all in his debt by assembling the main 
facts about Veblen’s life, but he has not always succeeded in 
integrating the main interconnections between his thought and 
the life of his times. Paut H. Dove as 


The University of Chicago. 


Some International Aspects of the Business Cycle. By Hans 
NetssER. (University of Pennsylvania Press. 1936. Pp. 
xiv +176. $2.50.) 

PROFESSOR NEISSER’S subject is one of great interest, which 
has been sadly neglected by economists. Most works on cyclical 
fluctuations discuss in detail the problems which arise in the case of 
a closed system, and then proceed to add a short and much less 
thorough analysis of the differences made to the argument through 
international economic reactions. Perhaps such a method is 
essential for the proper development of a fundamental theory of 
fluctuations; but it leaves a large part of the subject very incom- 
pletely studied. As Professor Neisser ably shows, there are so 
many differences in the internal structure and the international 
economic position of different national economies, that we badly 
need an intensive analysis of international economic reactions 
during the trade cycle. 

At the same time, however, it is doubtful whether in the present 
state of trade cycle analysis a short study of the kind undertaken 
by Professor Neisser can be fully successful. There are still so 
many divergences in the definitions of terms and so many differ- 
ences of opinion on fundamental questions of analysis among 
economists in this sphere, that it is impossible to write a study of 
one aspect of trade-cycle theory without prefacing it with a very 
full and precise statement of the method of analysis adopted. 
In this respect Professor Neisser’s exposition appears deficient, 
although he starts his work with a brief outline of the general 
scheme of analysis, which he adopts for trade-cycle theory. As 
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an example, Professor Neisser writes frequently of a divergence 
between Savings and Investment without defining these terms 
precisely, although there is one familiar sense in which there cannot 
be any divergence between these quantities and a multitude of 
different definitions of these terms which allow such a divergence 
to arise. As a second example, Chapter IIT of this book starts 
with the following explanation of Undersaving :— 


Undersaving . . . is a particular case of overproduction ; 
the supply of capital goods is greater than the demand 
for them at cost price. . . . In other words, a greater part 
of the current net income . . . is devoted to the purchase of 
consumers’ goods than would correspond to the share of 
consumers’ goods in current net output. 


But if people “ spend too much ” in this sense, surely abnormally 
large profits will be made in the production of consumption goods. 
In such a case what, except a very abnormally high rate of 
interest, could cause the demand for capital goods to be deficient ? 
And yet Professor Neisser does not fully discuss whether the de- 
mand for capital goods is derived from, or alternative to, the de- 
mand for consumption goods, nor in what circumstances the rate 
of interest will be so high as to cause depression in the capital 
goods industries while consumption goods industries are peculiarly 
profitable. 

Such deficiencies will make it difficult for some readers to follow 
the whole of Professor Neisser’s application of trade-cycle analysis 
to international problems; but they do not detract from his 

stimulating discussion of the way in which deflation and recovery 
may transmit themselves from one national economy to another, 
nor from the very interesting and copious statistical illustrations 
which he gives of his main arguments. In particular, attention 
may be drawn to the method which he adopts (pp. 126-34) to 
assess the relative importance of the loss of export markets and of 
other factors in causing unemployment in England, Germany and 
France, and to his discussion and illustration of recovery in the 
Sterling Bloc (pp. 149-60). Even if Professor Neisser has not 
found space to develop his fundamental analysis fully enough for 
some of his readers, his book stimulates thought on an important 
and much-neglected subject, and suggests many ways in which it 


can be approached. 
J. EK. MEADE 


Hertford College, 
Oxford. 
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L’Equilibre dans les Relations Economiques Internationales. By 
A. Arration. (Paris: F. Loviton, 1937. Pp. 466. 60 frs.) 


Les Principaux Aspects du Probléme de la Balance des Comptes. 
By E. Barpry. (Lausanne: F. Roth. Paris: Sirey, 
1935. Pp. 274. 6 frs.) 


The French Franc and the Gold Standard, 1926-1936. By P. F. 
VINEBERG. (McGill University, 1936. Pp. 95. 55 c.) 


In a new treatise devoted to the principles which govern 
equilibrium in the balance of payments Professor Aftalion is 
mainly concerned in the earlier chapters to demolish a number 
of straw men, in the shape of the more mechanistic theories 
dealing with the subject. And we are content to allow him his 
straw men, for their demolition is excellent fun. In the absence 
of actual default he admits of course that equilibrium is (and must 
be) always attained somehow in the balance as a whole: the 
question is just how it is attained in varying circumstances. He 
considers that the parts played by gold movements and discount 
policy in bringing about the necessary adjustments have been 
much over-emphasised. This over-emphasis he sees as a result 
of the unfortunate popularity of the more rigid forms of the 
quantity theory. In line with much recent thinking on this 
subject, he attributes to changes in the level of incomes rather 
than in commodity prices the major share in the responsibility 
for restoring equilibrium. The part played by price adjustments 
is discussed, but the author believes that their importance, at 
any rate in the post-War world, has been much exaggerated. 
Most readers will have a good deal of sympathy with Professor 
Aftalion’s position, even if they do not go quite all the way 
with him. But he has written a book which is much more 
than a mere critique of existing doctrine. He gives us, in fact, 
an exceedingly thorough, on the whole well-balanced, and refresh- 
ingly sceptical discussion of the different kinds of disturbance to 
the balance of payments, and of the various possible responses 
which will secure continued equilibrium. The treatment of 
capital movements is excellent: the author has no doubt that 
within fairly wide limits the amount which can be transferred is 
a function of the efforts made at transfer. The two chapters on 
the post-War history of the French and German balances deserve 
especial mention. Particularly in a field where common sense is 
unfortunately so uncommon, we should be grateful to Professor 
Aftalion for a most admirable volume. 


M. Barbey writes from Switzerland. The most valuable 
No. 187.—voL. XLV. NN 
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feature of a rather discursive essay lies in a review of the attempts 
which have been made internationally to codify and standardise 
the presentation of balance of payments statistics, beginning with 
the efforts of the International Statistical Institute and ending 
with the tabulation now adopted by the League of Nations. The 
major part of his book, however, is less interesting. Ostensibly 
it is a critique of existing theory, and contains an attempt to 
relate the balance of payments to a rather vague ‘‘ economic 
balance,” the nature of which the author never makes altogether 
clear. These chapters are not well integrated, and do not seem 
to add anything that is new. 

Mr. Vineberg’s excellent little book can be heartily recom- 
mended. While not built on the same scale as Miss Dulles’ well- 
known treatise, to which in a sense it forms a most admirable 
supplement, it is a much more solid piece of work than its mere 
95 pages would suggest. Besides being excellently documented, 
and providing almost a day-to-day chronicle of events, the book 
makes a praiseworthy effort to disentangle the political side of 
the picture, and to reach the truth about the ‘‘ French balances.” 
It seems almost ungrateful to wish Mr. Vineberg had been a little 
more elementary about the structure of the Paris money market : 
nevertheless some readers may have difficulty unless they are 
already acquainted with Madden and Nadler, or a similar work. 
The monetary difficulties of the French are carried as far as the 
spring of 1936. The book was written before the recent de- 
valuation of the franc, but it is in no sense rendered out of date 
by that event. Extensive use is made of contemporary quotation, 
there are plenty of useful statistics, and the book should find a 
welcome place on the shelves of everyone interested in post-War 
monetary history. 

Haroup. BARGER 
University College, 
London. 


Indexwihrung als Grundlage einer wirksamen Konjunkturpolitik. 
By Uxricu Grote-Mismauy, (Berlin: Junker and Diinn- 
haupt. 1935. Pp. 129.) 


Tuts book, with its defence of relative price stability as the 
object of monetary policy, is in many ways interesting. First, 
as a document : it represents the views of a large section of younger 
German academic economists who have preserved the tradition 
of rational argument. They try to reconcile their fundamentally 
liberal views—though they themselves would object to this 
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description of them—with the more moderate aspects of contem- 
porary German policy. Clearly, if Dr. Grote has it his way, 
State intervention would be confined to and concentrated on the 
monetary field; for scepticism about the effectiveness of direct 
price regulation by the State is implied in the policy he advocates. 
Secondly, it demonstrates the decline which the corporative idea 
has suffered in Germany in the course of the last three years. 
Corporative organisation, of which price stabilisation was a part, 
played a prominent réle in the writings of the author of the Party 
Programme, Gottfried Feder, and seemed at one time, in 1933, very 
near to realisation. But, apart from agricultural policy, no more 
has been heard of it since, and one looks in vain for the slightest 
trace of corporative views in this book. Thirdly, the book shows 
that even a theoretical discussion is bound to be influenced by 
such differences in economic environment and concrete problems 
as exist to-day between Germany and England or U.S.A. This 
statement is not an assertion that scientific co-operation has become 
impossible or less fruitful. Such an assertion would be ridiculous 
in view, ¢.g., of so important a publication as Professor Eucken’s 
Kapitaltheoretische Untersuchungen. But the very first sentence 
of the book indicates at once the very different atmosphere : 
“T see the fundamental problem of an effective trade-cycle policy 
in the task, on the one hand to create purchasing power and on the 
other hand to prevent the threatening rise in prices.” The chief 
preoccupation of German trade-cycle policy is, indeed, not to 
secure the full absorption of unemployment in ordinary industry, 
but rather to prevent private industry by price restriction and 
in more direct ways from trespassing into productive resources 
held to be reserved for other uses. Correspondingly, Dr. Grote’s 
chief justification for price stabilisation is not that it involves a 
relative increase in the amount of money, as efficiency of labour 
increases, and thus leaves room for a rise in money wages and is 
equivalent to a mild inflation. Not to whip up dying investment, 
but to keep down boom investment is to be the chief purpose of 
price stabilisation. The entrepreneur’s professional vice is, in 
his view, not over-pessimism, but over-optimism. Again, the 
problems of whether a demand for higher money wages would not 
upset such a policy and whether it is advisable to rule out a 
limine this means of economic policy have dropped out of the 
discussion in which they played a considerable part before the 
destruction of Trade Unionism altogether. 

Fourthly, the book is in itself a valuable contribution to 


monetary literature, and by it the author has deservedly estab- 
NN2 
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lished a reputation as a competent theoretician. The least 
fortunate part of the book is perhaps the contrast between gold 
standard and price stabilisation, where there is a tendency to 
identify the latter with conscious monetary policy in general, 
and cogent arguments against the gold standard are claimed as 
cogent arguments for price stabilisation. On the other hand, his 
insistence that the difficulties of absolute price stabilisation are 
not fatal for this policy is particularly welcome in view of the fact 
that Mises’ over-emphasis of these difficulties has had a dominating 
influence in the German Sprachgebiet. 

Finally, the book is worth reading because of an original plan 
to prevent a rise in prices as a consequence of an active economic 
policy. Before embarking on public investment, the State is to 
acquire considerable stocks of consumption goods and is to under- 
bid as soon as signs of rising prices become visible. If there are not 
sufficient stores in public possession, entrepreneurs are to be 
forced (by cutting off credit) to deliver consumption goods at low 
prices to the public stores before accepting ordinary orders. 
This plan, worked out in detail, is a revival of the wage-fund 
theory in a very tangible form. But, in spite of erudite explana- 
tions, there seems to be a catch somewhere, and the author 
appears to have forgotten, in his preoccupation with the difficulties 
presented by workers who do not produce consumption goods but 
want to eat, that no workers can perform the miracle to produce 
consumption goods but not toeat. Moreover, while it is possible to 
prevent profiteering, what if the rise in prices is due to a genuine 
rise in cost? The author seems somehow disinclined to face 
this issue. 

However, this book ranks very high in monetary literature. 
Many English readers will welcome the extensive bibliography, 
chiefly of German works, on the subject of price stabilisation. 


H. W. 


Berechnung und Ausschaliung von Saisonschwankungen. By 
A. Wap. (Vienna: Julius Springer. 1936. Pp. 140. 
Rm. 7.80.) 


Tue Austrian Institut fiir Konjunkturforschung has added to 
its well-known series of trade-cycle studies a description, by Dr. 
Wald, of a new method of eliminating seasonal variations. 
Formerly, the Institute normally used the Persons method in 
its statistical publications. 'The Persons method, however, proved 
in certain respects unsatisfactory, and Dr. Wald’s new method 
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has now been generally applied by the Institute and is said to give 
very successful results. 

The chief defect of the Persons method, based as it is on the 
average seasonal experience of several years, is the assumption 
of a constant seasonal factor. Many types of seasonal variation, 
however, change from year to year. The intensity of seasonal 
movement often varies at different stages of the trade-cycle; in 
periods of general depression, for example, seasonal variations in 
business activity tend to increase because of reluctance to under- 
take forward commitments. Again, the intensity of seasonal 
variation may be affected by changing technical conditions, or by 
deliberate efforts to achieve some stability of operation. In some 
cases the intensity of seasonal variation changes proportionately 
with the absolute values of the original series; a method of 
elimination based on percentage variations will take account of 
such changes. More often, however, changes in the intensity 
of seasonal fluctuation are not directly, or by any simple rule, 
related to the trend of the original series. As Dr. Wald defines it, 
the seasonal variation is the product of two factors: the first is 
a periodic function with a duration of twelve months and an 
average value of 0; the value of the second factor alters over time. 
Actually, Dr. Wald only takes account of gradual changes in the 
second factor; the effects of sudden or irregular changes (due to 
weather, for example) require separate, and to some extent 
empirical, treatment. 

When seasonal variations are eliminated by “‘ fixed ’”’ methods, 
which do not take into account possible changes in the extent 
of seasonal variation, the resulting series will generally retain a 
reduced, but distinct, seasonal variation in years when the 
amplitude of seasonal variation is greater than average. In 
years of less than average seasonal variation, by contrast, the 
series, after removal of the fixed seasonal factor, will contain a 
counter-seasonal fluctuation—the exact opposite, in pattern, of 
the real seasonal fluctuation. Dr. Wald provides a striking 
illustration in the curve of unemployment in Austria from 1924 
to 1935. In 1928-30 the seasonal element in the original figures 
was exceptionally great ; the series, after correction by the Persons 
method, still retains a marked seasonal variation in these years. 
In 1932-35, on the other hand, the real seasonal element was 
less than average; after correction, the series shows a regular 
counter-seasonal fluctuation almost as great as the real seasonal 
variation in the original figures. In this particular series Dr. 
Wald’s own method gives a very smooth corrected curve. 
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Dr. Wald’s formula for seasonal correction employs two 
factors. First, the arithmetic average of the actual deviations in 
each month from a twelve-month moving average are calculated, 
and a correction is made for the small element of trend that may 
still remain. This first factor represents simply one of the best- 
known ways of estimating the average seasonal variation. In 
order to allow for gradual changes in the extent of seasonal 
variation, account must be taken not only of average seasonal 
variation, but also of the changes in the extent of actual variations 
(some of which may not be seasonal at all) from year to year. 
The second factor is therefore based on the differences between 
the variations from the moving average in each year. 

The smoothness of the resulting series may, however, give rise 
to some misgivings. Except where the seasonal factor far out- 
weighs random fluctuations (as in the Austrian unemployment 
series already mentioned), there seems to be a risk that some ran- 
dom fluctuations may be eliminated with the seasonal element. 
A minor drawback to the method is that the seasonal correction 
cannot accurately be calculated for the past eleven months; an 
extrapolation, based on the reasonable assumption that the second 
factor in the formula remains constant in the last year, is sug- 
gested. Dr. Wald’s method is, moreover, lengthy in calculation, 
but so are most methods of eliminating a moving seasonal factor. 
The exposition of Dr. Wald’s method would have been even 
clearer if an example had been worked out in detail. 

The description and proof of the new method are preceded by 
a useful analysis of other ways of eliminating both fixed and 
moving seasonal variations. There is a brief discussion, too, of 
the problem of determining the effects of irregularly changing 
seasonal influences, such as the weather, and the date of Easter— 
a problem of considerable importance in studying the trend of 
retail sales. The book is a most valuable contribution to the 


analysis of time series. 
_C. T. SAUNDERS 


The State and the Standard of Living. By GrrtRuDE WILLIAMS. 
(P. S. King. 1936. Pp. 354. 12s. 6d.) 


Rapip advances in British social policy and social legislation 
have been made during recent years, but few comprehensive 
studies have been published on the progress effected. This volume 
is, therefore, welcome for its systematic account of the principles 
and methods by which the State has intervened to alleviate and 
diminish poverty. Its most interesting feature is the account 
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of the great change from nineteenth-century laissez-faire principles 
and a social philosophy which regarded poverty as a result of 
thriftlessness and of defects in individual character to the present 
growing recognition of collective responsibility and need for 
State intervention. 

Much human insight is shown by the author in describing 
the conditions of distress which preceded the present system of 
social insurance and measures for the prevention of sweating. 
Neither individual savings nor voluntary mutual aid societies 
were adequate to meet the hazards of life. Large numbers were 
unable to avoid serious privation, and yet they struggled to escape 
the stigma of the poor law. The desire of the workers to make 
provision was strong, but, often through no fault of their own, 
their efforts were unavailing. The removal of large sections of 
the population from the scope of the poor law is one of 
the great merits of recent social legislation. 

A description is given of the development and chief features 
of legislation for the regulation of wages and for the provision 
of financial resources to assist those who have suffered from loss 
of income resulting from sickness, industrial accidents, unemploy- 
ment, orphanhood and old age. The operation of these schemes 
has failed to confirm the fears of opponents who argued that the 
relaxation of a “‘ necessary ’’ economic discipline would be followed 
by disastrous consequences. It is true that the effects of the 
schemes are qualitative rather than quantitative, and the lack 
of precision in estimating their advantages “is a handicap in a 
world dominated by the commercial calculus.” Their outstand- 
ing result has, however, been a very material reduction in the 
proportion of the population living below the “ poverty line.” 

An account is given of conditions in sweated trades and of the 
investigations and agitation which preceded the introduction 
of the trade boards system. The favourable results of this system 
in greatly diminishing the influence of low wages as a cause of 
poverty are indicated, though it cannot be claimed that sweating 
has entirely disappeared. The reference made to the regulation 
of wages of agricultural workers is somewhat brief, while’ no 
mention is made of the Coal Mines (Minimum Wage) Act, perhaps 
because its effects have been so slight. An incidental reference 
(page 128) to the absence in the U.S.A. and France of legislation 
for the regulation of wages is incorrect, although it must be 
admitted that the legislation in these countries has hitherto 
been very limited both in scope and effect. 

The National Health Insurance Act and the Unemployment 
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Insurance Acts are rightly described as the two greatest measures 
of social reform ever placed upon the Statute Book. The evolu- 
tion of public opinion leading to the adoption of the insurance 
method is well indicated, but the author recognises that the 
method is not strictly applicable to the risk of unemployment, this 
being illustrated by the bewildering rapidity with which changes 
in benefits and conditions have been made to meet the needs 
of the moment. The payment of unemployment benefits has 
avoided extreme misery during a period when chronic unem- 
ployment has been the most serious menace to the maintenance 
of the family above the “ poverty line.” The author, however, 
refers to its unfortunate effect of postponing the elaboration of 
plans to find jobs for those out of work; the community has been 
too complacent in permitting the continuation of heavy unem- 
ployment. Poverty due to old age, illness and widowhood has 
been greatly reduced. Although scales are meagre the foundations 
of security have been laid. 

While loss of income is often due to economic or social con- 
ditions over which the worker has little if any control, individual 
responsibility cannot be ignored. On the means test controversy 
the author considers that the method of administration rather 
than the idea of the test is the chief cause of opposition, although 
she recognises that the means test destroys the advantage which 
uniform benefits would afford to the thrifty and industrious. 
She also argues that insistence upon uniform unemployment 
benefits equal to the wage must involve limitation upon the 
unemployed workman’s freedom to wait for a job in his own trade. 
So long as unemployment benefits are lower than wage rates 
the worker has an incentive to seek employment in another occupa- 
tion if the prospects of obtaining employment in his own trade 
are small. Favourable reference is made to the present high 
degree of uniformity of principle and scales of benefit under national 
schemes compared with the wide diversity of treatment of poverty 
in different parts of the country during the nineteenth century. 

One finishes reading this book with a vivid recognition of the 
progress made by the State during the last twenty-five years 
in “ taking the edge off poverty,” and also one’s thoughts have 
been stimulated to consider what further reforms are needed. 
In the opinion of the writer of this review, the present schemes 
for providing financial aid to safeguard individuals and families 
against serious privation deal fairly comprehensively with the 
chief risks. The main foundations have been established, 
although many improvements are necessary. It is, indeed, 
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remarkable that the schemes, improvised independently to deal 
with conditions of immediate necessity, are so effective. Legis- 
lation is, however, necessary to co-ordinate and fill in the gaps 
of the existing schemes of social insurance. In particular the 
system of compensation for industrial accidents is defective and 
could with advantage be related to that of sickness insurance. 
Existing schemes mainly provide financial aid. Some modi- 
fications of the present scales of money payment may be desirable, 
but the present tendency is towards raising the standard of 
living of the poor by increasing aid in kind rather rather than by 
increases in cash benefits. Better organisation for the production 
and marketing of essential foodstuffs at low prices would make 
a contribution. Also, further measures are necessary to improve 
the amenities of life, especially among the unemployed and aged 
whose lives are often drab and cheerless. This is being attempted 
by voluntary agencies, but quite inadequately. The work of these 
bodies needs to be systematically and widely extended, with 
increased support from public resources. It should take the form 
mainly of community activities in which segregation of the poor 
would as far as possible be avoided. Personal service should 
supplement the somewhat impersonal aspect of present schemes 
of financial benefit. Increasing emphasis must also be laid 
upon preventative measures; for example, while comprehensive 
schemes for maintaining the unemployed are in operation the 
community is still groping in its search for methods of controlling 
and greatly diminishing the volume of unemployment. The 
recent rapid progress of social reform, as indicated in this book, 
encourages the hope that further important advances will not be 
long delayed. 


Leeds University. 


J. Henry RICHARDSON 


Ebb and Flow in Trade Unionism. By Leto Woitman. (New 
York: National Bureau of Economic Research. 1936. Pp. 
Xvili + 251. $2.50.) 

A stupy of trade unionism during recent years shows sharp 
contrasts in the experiences and conditions of evolution in 
different parts of the world. In some countries the movement 
has been suppressed, in others the unions have become instru- 
ments of government and their activities and policies, especially 
in regulating wages and working conditions, have been largely 
subordinated to the policies of the State, while in yet other 
countries they have continued to be voluntary associations and 
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have retained a large measure of freedom from State control. 
Professor Wolman’s valuable study deals with trade unionism in 
the United States, where the movement has maintained the 
essentials of freedom. The unions have, however, lately cast 
aside their traditional opposition to legislation and to the regu- 
lation of industry by government, and have come increasingly 
to desire and to depend on governmental support. The favour- 
able effects of the Government’s labour and economic policies 
since 1933 upon the membership of the movement are indicated, 
but the author expresses the opinion that “the unfolding of 
present policies of industrial regulation and collective bargaining 
may well expose unions in this country, as it has in others, to 
governmental regulation of their policies and acts” (p. 169). 

The monograph is based upon a detailed analysis of statistics 
showing changes in membership of the trade-union movement as 
a whole and in each of the chief industries. The strength of 
craft unions is compared with that of industrial unions, while 
interesting comparisons are made between the number of trade- 
union members and the total number of occupied workpeople 
in different industries. These show wide variation in the strength 
of trade unionism from industry to industry and from period to 
period. Generally, the percentage of trade-union members to 
the total number of workpeople has been low, in many years 
being orily about 10 to 15 per cent. A very few industries have 
formed the foundation of the movement during recent decades, 
these being transportation, building, coal-mining, printing and 
clothing, while membership has been negligible in many important 
manufacturing industries. Separate data are given for unions 
affiliated with the American Federation of Labour and for unions 
which have remained independent. 

The statistics given cover the period from 1897 to 1934, thus 
supplementing those given in Professor Wolman’s earlier volume 
on The Growth of American Trade Unions, 1880-1923. A wealth 
of detailed information is given in a lengthy statistical appendix, 
while a chapter is devoted to statistical difficulties, including 
the problem of reckoning membership in periods of depression 
when many workmen are unable owing to unemployment to 
maintain their contributions to the unions. Among references to 
trade unionism in other countries, the statement on page 168 
about the French movement was written before the remarkable 
growth in membership during the year 1936. 

During the thirty-eight years covered by the monograph the 
trade unions alternately gained and lost millions of members. 
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The magnitude and causes of these changes are reviewed. Var- 
ticularly interesting is the relation between changes in member- 
ship and changes in business pi perity. The statistics show 
that there is usually correlation between trade-union membership 
and movements of the trade cycle. This correlation was not, 
however, maintained during the prosperity of the 1920’s. In 
this period membership of the unions steadily declined in almost 
all industries. ‘“‘The very prosperity of the period and the 
generally high standards of wages and employment acted, appar- 
ently, in most classes of industry to retard rather than to 
accelerate the pace of union growth ” (p. 162). 

The policies of employers in introducing “ welfare capitalism,” 
in greatly improving the standards of personnel management, 
and in developing new forms of employee-representation, have 
often served as effective barriers against the advance of organised 
labour. Reference is made to the characteristic independence 
of workmen in the United States, the unwillingness of many of 
them to submit to the regulations and discipline of the trade 
union, and the absence of deeply-rooted class antagonisms as 
factors restricting the advance of the movement. Membership 
may grow rapidly during a vigorous organising campaign, but in 
the past it has soon declined again. Stability of membership has 
been greater up to the present in craft unions than in industrial 
unions. 

The movement has been weakened from time to time by 
internal dissensions, and Professor Wolman reviews the opening 
stages of the present conflict on the craft versus industrial union 
issue between the American Federation of Labour and the Com- 
mittee for Industrial Organisation. He regards this as “the 
most serious threat of disruption that the American labour 
movement has faced since 1885.” The book was published too 
early to include any statement about the results of the intense 
campaign for membership conducted by the Committee for 
Industrial Organisation in the iron and steel, automobile and 
textile industries, about the Committee’s success in securing a 
measure of recognition by important automobile companies, ‘or 
about its even greater and more unexpected success in some 
sections of the steel industry. The outcome of this struggle about 
principles of organisation will determine for a generation the 
evolution of trade unionism in the United States. The book is 
a valuable statistical and interpretative survey. 

J. Henry Riciuarpson 
Leeds University. 
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The Human Needs of Labour. By B. SerBsonm RowntTREE. 
(London: Longmans, Green. 1937. Pp. 160. 2s. 6d.) 

The Condition of Britain. By G. D. H. & M.I. Cote. (London: 
Gollancz, 1937. Pp. 456. 7s. 6d.) 


Mr. RowntreEt’s book is more than a new edition of his 1918 
study: it includes a welcome reconstruction of his famous 
“human needs” standard in the light of recent scientific re- 
searches into nutrition, with their emphasis on vitamins and 
minerals as “ protective elements” in the diet. As a minimum 
calorie requirement he adopts the recent B.M.A. standard of 3400 
per day (which is a small reduction on his earlier figure) ; *and while 
he reduces the estimated protein requirement from 115 to 100 
grams, he introduces an important change into its composition, 
so that half the protein shall be animal protein, in conformity 
with the prescription of modern dieticians. A further change is to 
raise the coefficients for children in assessing the “‘ man-values ” 
of a family, to provide for the recently emphasised needs of 
growth. The result is a modest enough standard appropriate to 
a worker doing “ moderate work,”’ which allows 9s. 6d. for rent 
and 9s. for personal sundries, but which includes no fresh milk 
in the family budget, and allows a standard of consumption for 
the unskilled labourer which is lower than that considered by 
Sir John Orr as completely adequate for health and contains 
about half the nutriment in the usual diet of a sedentary West 
End clubman. At 1936 prices this standard required a wage of 
53s. per week—“‘ a standard below which no class of worker should 
be forced to live.” The equivalent for country districts Mr. 
Rowntree estimates at 41s. (owing to lower figures for rent and 
sundries), and a minimum for women workers (on the assumption 
that they have no dependents) at 30s. 9d. Mr. Rowntree con- 
cludes by urging that the problem of poverty is primarily one of 
low wages, and cannot be adequately solved by “ such partial 
measures as the feeding of school children or giving milk to 
expectant and nursing mothers.” 

Mr. and Mrs. Cole’s book is frankly a compilation of existing 
information, but an expertly handled and up-to-date compilation 
which is of great value for teacher and student as well as the general 
reading public to have. Unlike many of its tribe, it is no mere 
congeries of information, unsavoury in the mouth and indigestible 
in the belly, but freshly presented and most readably described. 
That the commentary is often more noticeably tendentious 
than some (though by no means all) text-books is part of the 
reason why it is spirited; and while the facts are selected (as 
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must be the case with any abstract) by a judgment as to what 
is significant, few could successfully quarrel with the objectivity 
of the factual record and its wealth of tables and diagrams, which 
are models of concise exposition. There are chapters on popula- 
tion, on the national income, its measurement and distribution, 
on the standard of life in relation to housing, health services and 
wages, on unemployment:insurance, on education and the financing 
of the social services, on the principal indices of production and 
employment, and on the organisation and policy of the working- 
class movement. A short concluding chapter, entitled ‘‘ What 
is to be done? ’’, draws certain conclusions from the data and 
postulates the desirability of a People’s Front for Britain based 
on a programme of social reform. 
Maurice Doses 
Cambridge. 


The Labour Contract. By B.F.Sutetps. (London: Burns, Oates 
& Washbourne. 1936. Pp. 144. 5s.) 

Labour Conditions in Western Europe, 1820-1935. By J. 
Kuczynski. (London: Lawrence & Wishart. 1937. Pp. 112. 
4s. 6d.) 


ProFEssoR SHIELDS of Dublin has written a text-book with 
the aim of analysing “salient problems ”’ of industrial relations 
with reference to “the Encyclicals Rerum Novarum by Pope Leo 
XIII and Quadragesimo Anno by Pope Pius XI.” Each chapter 
is prefaced by a text from the Encyclicals, and an appendix 
furnishes more detailed references to Papal pronouncements on 
the main sections of each chapter. In the first two chapters a 
principal theme of the booklet is made plain: the superiority 
of the guild system to the “‘ devastating effects ” of individualism, 
which represented a “ revolt against the teaching of the Catholic 
Church.” The fullest chapters are those on the protection of the 
young worker, on the minimum wage and on arbitration. The 
question of trade unionism, on the other hand, is scantily dealt 
with; between a third and a half of this chapter being devoted to 
the ‘‘ Christian Trade Union Movement,” and any detailed men- 
tion of other forms of trade unionism being omitted. An inade- 
quate discussion of industrial disputes leads to the conclusion that 
“a return to the great Christian principles enunciated in the Papal 
Encyclicals is the sole preventative of such unwarrantable dis- 
content”; and socialistic doctrine is summarily dismissed as 
leading to “‘ an economic machine, solely intent on material wealth 


E. 
.) 
1s 
id 
mn 
le 
10 
a, 
y 
of 
O 
it 
k 
r 
t 
d 
n 
- 
f 
J 
3 


546 THE ECONOMIC JOURNAL [SEPT. 


without any regard for the finer things of life, such as family 
affection, love of culture, the practice of charity in the sense of 
brotherly love.” The book concludes with a brief, but more 
balanced and informative, survey of State intervention in indus- 
trial disputes in various countries, from which emerges a cautious 
approval of the compulsory measures in force in certain States of 
Australia and in Italy and Germany. As a frankly ex parte state- 
ment the booklet has interest ; as a comprehensive text-book of its 
subject it is too slight and too partial to be of much general service. 


Mr. Jiirgen Kuczynski (whose name is misspelt on the pub- 
lishers’ dust-cover) shows in the first part of this essay that he 
inherits a knowledge of statistical methods and is well-versed in 
the available information concerning labour conditions in Britain, 
France and Germany. After a lucid discussion of the problems 
involved in the measurement of changes in working-class standards 
of life, he proceeds to examine the truth of Marx’s prognosis of a 
decline in the position of wage-earners as capitalism proceeds. 
He rightly draws attention to some of the “ pitfalls of averages ” 
and to the “limits of statistical expression.”” He insists on the 
number of factors other than the real wage which need to be 
included in any full estimate of ‘‘ labour conditions ”’; and makes 
his definition of “labour conditions ” so unusually wide as to 
include such factors as insecurity and working intensity, treating 
changes in the latter as of equal importance to changes in the real 
wage. He insists on the novel point that Marx’s statement re- 
quires to be interpreted in terms, not merely of English wages, 
but of the wages of “all workers employed by British capital 
everywhere, in England or in India or in South Africa.” Although 
in criticising other estimates he justly emphasises the extent to 
which so many of the relevant factors are imponderables, he is not 
deterred from producing certain confident estimates of his own: 
and reaches rather startling conclusions, which are scarcely sub- 
stantiated by the evidence even as he marshalls it, and which seem 
to say little for the influence of trade unions. While labour con- 
ditions in England improved between 1850 and 1870, and were 
even “‘ possibly better ” in 1860 than in 1820, they ‘“ deteriorated 
or remained stable ” between 1870 and 1900, since when they have 
steadily declined. By means of Hoffmann’s figures of the 
physical volume of industrial production in Britain, he attempts 
an admittedly crude estimate of the movement of “ relative 
wages,” and concludes that “ the relative position of the worker 
100 years ago was undoubtedly a better one than to-day.” No 
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reference is made to recent estimates in this country of wages as a 
proportion of national income. 
Maurice Doss 
Cambridge. 


The Undistributed Profits Tax. By A. G. Burnter. (New 
York : McGraw-Hill.. 1937. Pp. ix + 281. 15s.) 


In 1933 the Roosevelt Administration revived the war-time 
excess-profits and capital-stock taxes on corporations. In 1935 
the normal tax on the net earnings of corporations was altered 
from a flat rate to a progressive basis. In 1936 the progression 
was increased, although the range of rates remained relatively 
narrow. In the same year was added the much-debated tax on 
the undistributed profits of corporations, ,positively graduated 
according to the ratio of retained net earnings to total adjusted 
net earnings. 

Whereas increased revenue to the Federal Government may 
be regarded as the primary purpose of the earlier of these measures, 
the latest one seems to have been designed to serve a variety of 
ends. It was to bea tax complementary to the sur-tax on personal 
incomes: the total amount of such taxation borne by share- 
holders, and a fortiori the revenue accruing therefrom to the 
Government, was no longer to be subject to the dividend policy 
of corporations. It was to be a tax which would bring immediate 
pressure in the direction of more liberal dividend policies, and 
so encourage revival of trade through the recipients’ spending. 
It was, finally, to be a tax which would make against the growth 
of the internal financial strength of the ‘“‘ big combines,” and the 
power they thereby acquired to influence the character and 
aggregate of investment—by political implication generally to the 
social detriment. 

These various ends, and the good and bad arguments used in 
the course of the heated public controversy about the tax, Professor 
Buehler discusses with judicial calm. He rightly points out 
that such a tax cannot be related to the principle of individual. 
ability to pay as amongst persons; moreover, even if a special 
ability be held to reside in corporate as compared with other 
forms of business, the proportion of earnings retained cannot be 
considered an equitable test as amongst corporations. Sensibly, 
too, Professor Buehler doubts whether the motive of the share- 
holder is sufficiently strong, or his voice sufficiently audible, 
materially to influence directors to disburse a larger proportion 
of corporate earnings. From the available evidence, furthermore, 
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he infers that the tax probably discriminates, not against the big 
corporations, but against small and expanding businesses, both 
because the latter tend relatively to be the more thrifty, and 
because access to the open capital market hinges upon a conserva- 
tive policy as to reserves. Thus directly and indirectly the tax 
is likely to have adverse effects upon the cost of new investment, 
and upon its total and distribution. Administrative objections, 
also, are obviously strong in the case of a tax with numerous 
special provisions and openings for evasion, as Professor Buehler 
duly notes. Nor—as he effectively argues—are the above 
disadvantages mitigated if the tax be considered in relation to the 
existing revenue system as a whole: no recognised canon of 
taxation can be discovered to justify the further differential 
element which it introduces. 

Given so much straight thinking, it is surprising to find that 
on the question of the incidence of the tax Professor Buehler, 
while correctly contending that the burden cannot be shifted to 
purchasers by raising prices, bases his contention on the old 
fallacious argument that “it is the costs of the marginal, or no- 
profit, concerns, which just break even, that tend to establish (the) 
market prices ” (p. 91). This, however, is small matter in a book 
which is otherwise sound and readable. The undistributed profits 
tax appears as the ill-planned addition that it is to the already 
jerry-built structure of personal and corporate income taxation 
in the United States. 


Girton College, 
Cambridge. 


M. Tappan 


The Theory of Gold Supply: with special reference to the 
Problems of the Witwatersrand. By W. J. Busscuav. 
(London: Oxford University Press. 1936. Pp. 193. 
10s. 6d.) 

Dr. Busscuav’s subject is one of great interest just now both 
for the practical man, to whom the increased gold supply presents 
such a knotty problem, and the theorist, because in mining the 
most modern theoretical questions of uncertainty and inter- 
temporal adjustment are dominant. However, both types of 
economist are likely to be disappointed with this book, which at its 
best can only be regarded as a tract on the iniquity of South African 
taxation. It is noteworthy, though, as initiating the Oxford 


Studies in Economics. 
The first five chapters constitute an attempt to apply the 
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‘marginal ” method of economic theory to the determination of 
the tonnage, grade and capital employed in working an individual 
gold mine. The author begins by saying that production plans 
will be drawn up to maximise the present value of the finite series 
of profits to be obtained, and is aware of the problems involved 
in adjusting for risk by discounting at a “ speculative ”’ rate, the 
value of which he discusses. He does not follow up the implica- 
tions of this, nor remark upon the way in which many mining 
companies attempt to avoid risk by deferring capital expenditure 
until the uncertainty of ore deposits is somewhat dissipated. 
Like many mining accountants and economists, the author gets 
somewhat tangled up in his treatment of amortisation and 
depreciation and does not seem to realise that the exploitation of 
ore in one period involves a “ user-cost ’—depletion—which must 
be taken account of just as much as plant depreciation in deciding 
upon the most profitable output for that period. This probably 
lies behind the error that creeps into the later analysis, where it 
is implied, if not stated, that production is adjusted to give the 
greatest income per year (annual return) rather than the maximum 
present value. The complex determination of the grade of ore 
worked, tonnage handled and capital employed is attacked by the 
use of successive diagrams, in each of which the position of 
greatest profit is selected by the usual marginal cost method. 
The treatment here is clumsy, and at least a few of the diagrams 
are incorrect.1_ These chapters in general are leavened by some 
remarks on the actual nature of Witwatersrand operations and 
embellished by many references to technical sources—though 
there is no mention of such a fundamental theoretical article as 
that of Hotelling on exhaustible resources. The author forestalls 
theoretical criticism by sensibly pointing out that mine managers 
are not mathematicians, but leaves one feeling that his analysis 
will convince few directors. 

The last two chapters have more meat, and it is better cooked. 
The history of the taxation of gold mines in South Africa is 
briefly sketched and the recent Acts are discussed in some detail. 
In particular, it is shown algebraically that the sliding-scale 
clauses in the Acts, and in leasing contracts, encourage the 
mining of lower-grade ores, as was intended, and that they 
probably much more than compensate the contrary effect of 
indirect taxes entering into mining costs. The author questions 
the desirability of encouraging the working of such uneconomic 

1 Cf. pp. 51 and 54, where ‘‘ marginal”’ curves are drawn to what are really 
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ores and indicates that there are a few others who do likewise. He 
shows that it cannot be justified as a means of reaching the more 
profitable operation of the mines. But he makes little effort to 
consider the important indirect benefits that might accrue from 
lengthening the lives of the mines, which probably motivate the 
policy. His pleas for careful consideration of this question 
deserve to be heard. It is shown, too, in the last chapter how 
much more heavily income from gold mining profits is taxed than 
is that from other sources. The difference is certainly surprising. 
Reviewing possible reasons for such discrimination, the author is 
forced to conclude that it results from a medley of poorly con- 
sidered motives, in which the old dislike of the foreign ‘‘ Rand- 
lords ”’ is allied with the expedient of taxing those who have the 
cash income, while conservation of minerals and capital serves to 
excuse a policy contrary to the declared desire of the Government 
to encourage its greatest industry. The Government's efforts to 
escape this contradiction seem evident in its endeavours to 
encourage low-grade mining, as Dr. Busschau might have pointed 
out. In any case, it is hard to guess how much taxation will 
hold up investment in an industry which is essentially specu- 
lative, however meagre the average return may be. On the 
larger question of the future of gold and its supply, this book has 
little to say, referring the reader to a recent article by the author 
in the Incorporated Accountants’ Journal. 
R. B. Bryce 


Cambridge, Mass. 


Public Enterprise ; Developments in Social Ownership and Control 
in Great Britain. Edited by W. A. Rosson. (London : 
Allen & Unwin. 1937. Pp. 416. 12s. 6d.) 

British Experiments in Public Ownership and Control. By T. H. 
O’BriEN. (London: Allen & Unwin. 1937. Pp. 304. 
10s. 6d.) 


It was certainly time for an inquiry into the newer forms of 
public operation which have been set up since the war and which 
have figured so largely, and too often vaguely, in the literature 
of constructive Socialism. These two books are particularly 
welcome for the objective detail with which they treat the 
practical, all-too-human, problems of organisation liable to be 
ignored by satisfied ideologists. Mr. O’Brien deals with only 
three of the nine “ public enterprises ” described in Dr. Robson’s 
collection : the Central Electricitv Board, the British Broadcasting 
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Corporation and the London Passenger Transport Board. But 
these three form perhaps the core of the matter. For Dr. Robson 
includes the Co-operative Movement and the Agricultural Market- 
ing Boards which are not strictly public, but consumers’ and 
producers’ organisations, the Coal Mines Reorganisation Com- 
mission, which does not engage in enterprise so much as planning, 
and the Post Office, which does not partake of the newer form 
of public enterprise. All the same, these bodies, together with 
the Port of London Authority and the Forestry Commission, are 
usefully included under one volume for comparative purposes. 
We only regret that, if he was to be catholic, Dr. Robson did not 
add an account of the organisation of municipal enterprises, which, 
after all, operate the bulk of public utilities. 

If the alternative methods of organisation described in Dr. 
Robson’s collection are to be compared one with another, and 
with the alternative capitalist method, it is important that the 
organisation of each enterprise should be presented in com- 
parable form. This is unfortunately not always the case. Several 
of the essays, notably those on the Coal Mines Reorganisation 
Commission and the Agricultural Marketing Boards, are content 
to trace the history of their particular public enterprise and to 
raise incidental problems without much argument or system. 
Other essays, however, present points of comparison of the greatest 
interest to the economics and politics of industrial control. 

The chief point of comparison that an economist looks for 
is perhaps the degree to which the efficiency of capital or adminis- 
tration has been increased, thanks perhaps to size or monopoly 
powers combined with public control, without additional (or 
even with less) cost to the consumer. The economy in capital 
is clearly set forth by Mr. G. Haldane in his essay on the Elec- 
tricity Authorities. A most interesting chart (p. 129) shows the 
saving in operating plant once the grid had been instituted in 
1931. Dr. Gordon in his essay on the Port of London Authority, 
and Dr. Emil Davies, in his essay on the London Passenger 
Transport Board, emphasise the burden of capital placed on 
public enterprises if the terms on which they are made to com- 
pensate the original owners are too onerous. The difficulty of 
paying full interest was, indeed, one of the main reasons advanced 
against granting concessions to the London busmen during the 
Coronation strike. But few of the other essays discuss the com- 
parative costs either of capital or of administration, though 
great savings are undoubtedly effected by the Co-operative 
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system, by paying comparatively low salaries and interest rates 
instead of fees, profits and dividends. . 

The chief points of comparison that a political scientist would 
look for are perhaps the quality of the administration as deter- 
mined by methods of appointment and incentive, and the degree 
of devolution of control. Here again little is said in the case of | 
the Co-operative Societies (though there should in fact be plenty 
to say), but there are excellent discussions in Dr. Robson’s own 
essay on the B.B.C., where the University methods of appoint- 
ment are advocated, and in Mr. Dugdale’s essay on the Post 
Office. This essay treats, in useful detail, the interna] re-organisa- 
tion instituted by the Bridgeman Committee, particularly as it 
effects the telephone service and the new conception of public 
relations. Methods of appointment to the staff of the Post 
Office, partly by promotion from the ranks and partly by open 
and limited competition from outside, might well be studied 
by other public enterprises, not excluding the Co-operative 
movement. The Post Office to-day is interesting, too, in its 
attempts at devolution away from Treasury Control. The 
Forestry Commission, as Mr. Parker tells us, has also suffered 
from direct control and interference by Treasury—and Parlia- 
ment. Dr. Robson suggests a further interesting devolution 
within the B.B.C., so as to make the Regions more independent 
in their choice of programme. 

Dr. Robson’s final conclusions, in the last essay, bring together 
the alternative means, shown by the several public enterprises, 
of appointing and paying the Board and—with a timely warning 
on salaries de luxe—the executive and staff. He reiterates, 
rightly enough, the practical problems of compensation and the 
dangers to the citizen and consumer of concealed taxation and 
producer-controlled quasi-gilds. The New Fabian Research 
Bureau, for whom Dr. Robson edited this book with commendable 
absence of dogmatism, has performed a service to practical 
social science no less than to practical Socialism. 


It is comparative politics rather than economics that interests 
Mr. O’Brien. His three studies are in this field most systematic. 
All follow the same headings from origins to functions, economic 
and financial status, appointment and composition of the Board, 
operation, the responsible minister, the rdle of Parliament, the 
Board and Management, Staff, Area, Advisory Bodies, and, 
finally, Public Relations. The sections on economic and financial 
status and operation contain some detailed and useful information 
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and argument for economists, particularly on the success with 
which the public bodies have co-ordinated and developed their 
services. But Mr. O’Brien is chiefly concerned, as his concluding 
chapter indicates, with the freedom of the new semi-autonomous 
corporations from direct Parliamentary and _ political control, 
coupled with their accountability to the public. He has by thus 
specialising his study and. limiting it to fewer corporations given 
himself more scope, which he has put to excellent use. 


P. SARGANT FLORENCE 
University of Birmingham. 


Industrial Reconstruction and the Control of Competition. By 
A. F. Lucas. (London: Longmans Green. 1937. Pp. 
xi + 384. 15s.) 

THE lecturer, recommending books for reading on trusts and 
combinations, has hitherto been faced with a difficulty. He has 
to admit that the books about the English situation are purely 
descriptive, and for argument and analysis based on the facts 
must refer to German and American works. Now, at last, comes 
a book written by an American versed in the English situation 
and in the relevant theory, too. Professor Lucas’ very table of 
contents shows a well-balanced menu. There are chapters 
describing the particular difficulties, and the remedies adopted, 
in separate industries such as coal, iron and steel, shipbuilding, 
flour-milling, textiles, chemicals and agriculture. But there are 
also cross-section chapters showing an economist’s grasp of the 
basic, or, rather, the final issues : the determination of prices, the 
regulation of output, and the maintenance of industrial efficiency. 

As the title of the book implies and the preface admits, the 
work is planned as a whole to tell of the British experiments in 
“the progressive abandonment of free competition and the 
establishment of so-called industrial self-government.” But 
when reading any of the descriptive chapters, this theme is not 
unduly forced upon the attention. The characteristic hand-to- 
mouth makeshifts adopted by the several industries and the several 
Government departments, are not made unduly to appear as parts 
of a single, uniformly thought-out plan. Professor Lucas, as he 
shows in his three introductory chapters, is well aware of the 
confused motives, confused thinking and confused policies involved 
in State-aided or purely private schemes of reconstruction. The 
reader anxious to learn of developments in the I.C.1., the National 
Shipbuilders’ Security, the Millers’ Purchase Finance Company, 
or any other planning scheme can here obtain these facts, without 
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arriére-pensée, up to a more recent date than in any other text- 
book. 

Facts about the way reconstruction plans are actually working 
out are by no means easy to obtain. Professor Lucas seems to have 
combed contemporary periodicals and records—not excluding 
parliamentary debates and letters to The Times—fairly success- 
fully; he has ‘‘ pumped ” useful admissions out of officials of the 
various planning machines; and he knows what are to the economist 
the significant questions to ask. This is particularly evident in his 
refreshing treatment of the well-thumbed agricultural schemes. 
He emphasises how their success depends on the economic relations 
and characteristics, particularly the elasticity of demand, of the 
commodities concerned ; he slyly gets some fun out of the spectacle 
of jarring monopolies and monopsonies, perfect and imperfect, 
such as the hop-growers’ and brewers’, or the pig-breeders’ and 
bacon curers’, and manages to communicate his amusement to the 
reader. In his approach generally, Professor Lucas avoids the 
hackneyed list of economic advantages of trusts. He agrees they 
possibly exist, but wants to know to what extent they are realised 
in practice. He puts the forms of organisation in their place as 
means, more, or less, successful, to the economic ends of monopoly 
profit or lowered costs. 

The result of this fresh approach is to bring out many important 
points not hitherto sufficiently stressed : The possibility (p. 325) of 
profit motives to lowered cost even under fixed prices; the fatuity 
(p. 266) of cost of production as a basis for fixing prices; the fact 
(p. 293) that most output fixing fixes the relations of the competing 
firms rather than the total supply, and does not therefore even 
attempt to adjust supply to demand. The claim that the supres- 
sion of competition will introduce price stability is met by telling 
charts showing how variable may be the results after control is 
introduced, depending on economic circumstances other than ° 
control. Professor Lucas stresses the cutting down of surplus 
overhead capacity as a pre-requisite for the control of price- 
cutting competitions; but he might perhaps have explained more 
clearly what are the economies of overhead cost secured to the 
particular industries in course of reconstruction, and at what stage 
he considers competition to become undesirable price-cutting. 

We agree with Professor Lucas that (p. 356) “‘ with the return 
of prosperity the traditional safeguards against monopolistic 
exploitation will have largely disappeared. Monopoly,” he thinks, 
“* has very nearly the same opportunities for abuse as it once had in 
the United States and in Germany.” Though believing that 
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British monopolists have not as a rule pursued unreasonable 
exploitation, he is surprised how little consideration English 
courts of law pay to public interest in what he describes as their 
passive acquiescence towards monopoly; and the consumers’ 
committee set up under certain Government schemes seem to him 
quite ineffective. He is particularly outraged by the milk schemes. 
“It would be difficult to find a better example of the time- 
honoured monopolistic practice of adjusting prices to different 
markets in order to collect the maximum from each ”’ (p. 264). 
“The Milk Scheme as it operates to-day is in intent and in 
practice merely a device for boosting prices at the expense of the 
consumer ”’ (p. 246). 

It is clear by now that Professor Lucas’ book is descriptive, 
analytic, and critical too. I find it difficult to think of a better 
textbook to put into the hands of British students. 


P. SarGANt FLORENCE 
University of Birmingham. 


Agrarkrisen und Stockungsspannen, zur Frage der langen ‘‘ Welle”’ 
in der wirtschaftlichen Entwicklung. By S. Von Crrtacy- 
Wantrup. (Berlin: Paul Parey, 1936. Pp. 445. Rm. 23.) 


Tuts book is a study of the three major fluctuations, or “ long 
waves,” of economic activity discernible in the history of the past 
150 years, the first of which reached its culminating point at about 
the end of the Napoleonic wars, the second in the early seventies, 
and the third after the close of the last war. The greater part of 
the book is devoted to an examination in detail of the prolonged 
agricultural depressions which followed each of these turning- 
points. In each case the author finds that the fall of prices began 
with industrial raw materials rather than with agricultural 


- products, and that the fall in the prices of the latter was usually 


less severe. From this evidence, and from that of the movement 
of supplies in relation to population, the conclusion is reached that 
the fundamental explanation of the agricultural depressions 
cannot lie on the side of supply. The only case in which supply 
fluctuations are admitted to have had any important share of the 
responsibility is during the wheat crisis of the late seventies and 
early eighties, but even here the influence was temporary. 

In some cases a different commentator might reach a different 
conclusion—for example, opinions may differ as to the extent to 
which increasing supplies were responsible for the fall of prices 
during the second phase of the post-war crisis after 1929; but the 
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thesis that the major periods of adversity in agriculture cannot be 
explained without reference to changes in demand will hardly be 
disputed. Being in form an argument directed to the proof of this 
point, this part of the book seems at times to labour the obvious. 
It is a regrettable though minor defect that so much of the statis- 
tical evidence had to be presented in the form of small-scale 
diagrams, absence of confirmatory figures at times giving the 
exposition a somewhat dogmatic air. Nor is there any discussion 
of the significance of deviations from long-period trends, on which 
some of the conclusions are based. This book is, nevertheless, 
an able and very well informed survey of a great variety of facts, 
and for this alone may be commended to students of agricultural 
and industrial fluctuations. 

In the last hundred pages the author discusses the ‘“ periods of 
stagnation ”’ in industrial activity to which the failure of demand 
responsible for agricultural depression is attributed. The main 
cause is found in the influence of extraneous factors on the produc- 
tion of capital goods, and, above all, in the influence of wars and 
armament production. The only other force of comparable 
importance comes from changes in the supply of monetary 
metals. The boom in the United States ending in 1929 is treated 
as a subsidiary upswing comparable to the similar developments 
in the same country during previous periods of general depression. 
Its collapse left free play to the depressing influences resulting from 
the war, among which reparations is assigned a principal part. 

A somewhat surprising mistake is the statement that the 
Bank of England suspended cash payment in 1866. 


E. F. Nasu 


A Study of Fluid Milk Prices. By J. M. Cassens. (Harvard 
University Press (Oxford University Press.) 1937. Pp.ix + 
303. (17s.) 


Wiruin the limits which he has set himself Dr. Cassels has 
produced a valuable contribution to the growing literature on 
the economics of the milk industry. 

In the theoretical section with which the book begins he is 
concerned with the general problem of what determines milk 
prices. He follows, on the whole, lines which have been laid down 
in publications appearing before this book was printed, though 
probably not before it was written. He does, however, analyse 
in greater detail than others have done the central problem which 
justifies a special theoretical study of milk prices—that of the 
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relationship between the prices of milk in its various forms (liquid, 
or as cream, butter, etc.) in different markets and under conditions 
of competition and monopoly. 

The empirical study which follows this theoretical discussion 
is concerned with milk prices in the north-eastern corner of the 
United States, and, in greatest detail, with prices in New England. 
It describes the volume-of production and consumption by dis- 


- tricts, the level of distribution and transportation charges, and the 


relationship of prices. Dr. Cassels deals here only with the period 
ending in 1932, before the A.A.A. began operations, and mainly 
with post-War data. He is less concerned with the reasons 
for the movements in the prices of all milk products than with 
the relationship between the prices of the same milk product in 
different districts, and of different milk products in a number of 
districts. He refers constantly to the institutional background of 
milk prices, to the Co-operative Associations set up in many liquid- 
milk sheds. He assumes, however, that the reader is familiar 
with the set-up of these organisations. 

This section will be of the highest value to the reader interested 
in milk-marketing problems in the area with which Dr. Cassels 
deals. It has, however, many points of interest to the reader 
with less specialised requirements. In a particularly valuable 
chapter Dr. Cassels estimates statistically the extent to which 
liquid-milk prices in ten large cities have been raised above the 
competitive level by monopolistic power and health regulations. 
He then points out that, on the whole, this price enhancement has 
been greatest in those cities where the Co-operative Associations 
which market milk are the strongest. 

The empirical study is intended partly as a guide to practice 
and partly as an illustration and justification of the theoretical 
analysis. Dr. Cassels points out, here and there, the relationship 
of the facts to the theory. The value of his book to the general 
reader would, however, have been considerably enhanced had he 
summarised this relationship more fully, and shown exactly where 
the theoretical analysis needs modification in the face of the slow 
reaction to economic forces of producers and distributors. He is 
fully aware of what expansion of the theory must be made; 
but only the most painstaking reader will obtain a synthesised 
view from his book. 

Ruta ConEn 
Agricultural Economics Research Institute, 
Oxford. 
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The Theory of the Land Question. By Grorce RayMonD GEIGER. 
(New York : The MacmillanCompany. 1936. Pp. ix 237. 
8s. 6d.) 


Dr. GEIGER is well known already as a student of the 
philosophy of Henry George. His present book is a series of 
five closely connected essays, beginning with the meaning of the 
land question, and passing by the consideration of land value, 
land and capital, the historical aspects of the land question, to 
Henry George’s conclusion of the need for the socialisation of 
the land through taxation. 

In his opening statement of the problem he is inclined to find 
fault with contemporary economists for their tendency to 
segregate the land question and for their failure, as he suggests, 
to recognise its fundamental importance in any attempted 
economic orientation. “It is no exaggeration to insist that land 
economics is as extensive as economics itself.” By an analysis 
of the latest population census of the United States, he shows 
that out of a total of 48 million persons “ gainfully employed,” 
243 million depend directly upon the land, 11 million occupied 
in manufacture and trade must be considered as engaged in 
further stages of land transformation, while he points out that 
the remainder, occupied in the professional, domestic, personal, 
clerical and public service fields, could not possibly exist, nor 
would they have any function to perform, but for the presence 
of the majority engaged directly or indirectly with the land. 
“That is what is meant when it is stated that all production 
depends upon land, that economic activities can all be pyramided 
in terms of their relation to land.” 

There can be no quarrel with this conception. Whether 
to-day manufacture and the trade and commerce that it promotes 
are dependent largely on the extraction of coal and metals, 
while in the future they may turn more on water power and 
the plastic products of agriculture, is immaterial; for whether 
the balance of human endeavour is concerned at any one time 
with the exploitation of the exhaustible or of the inexhaustible 
products of the land, the land question is clearly fundamental 
to any consideration of economic systems. 

The chapters on land value and land and capital discuss the 
classic approach to the theory of rent as formulated by Ricardo, 
and John Bates Clark’s criticism of it. They point out that 
land value is a social value, and suggest that the failure to dis- 
criminate between land and capital is serious. In fact, one of 
Dr. Geiger’s major purposes, he says, is to attempt to re-emphasise 
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the classical distinction between land and capital, for “the 
refusal to retain this cardinal separation may well be responsible 
for much of the obliquity in economic theory.” 

The chapter on the historical aspects of land tenure seems 
rather to be interpolated in this connection. It takes a wide 
sweep, covering most of the ancient societies, and quoting the 
law of Moses prohibiting the spread of large estates and trafficking 
inland. But the subject is too large for the compression necessary 
in Dr. Geiger’s book, while statements such as that the Tudor 
inclosures converted England to a sheep meadow raise doubts 
about the reliability of some of his generalisations. The whole 
summary, however, has little bearing on Dr. Geiger’s thesis, 
which is concerned essentially with the reconsideration of present- 
day conceptions of the land. 

As to these, his own position is summarised in his final chapter. 
He shows how the principle of taxation in the modern state is 
the taxation of enterprise, and he suggests that we must turn 
to Henry George for a reorientation of the outlook if we would 
place taxation on the only thing that can bear it without injury 
to society. This, of course, is by the taxation of the social value 
of the land. For one whose interests are centred definitely in 
rural rather than in urban industry, the corollary is that the land 
tax would be borne wholly by urban land. In Europe certainly, 
in the Eastern hemisphere probably, and in the Western hemi- 
sphere possibly, agricultural land has no value apart from the 
labour which man has expended upon it. 

This is not a bedside book; it is a closely reasoned statement 
of the whole case for Henry George’s theory, and Dr. Geiger’s 
plea for a reconsideration of it is timely and provocative. 

C. OrwiIN 
Agricultural Economics Research Institute, 
Oxford. 


International Economics and Diplomacy in the Near East : A Study 
of British Commercial Policy in the Levant. By V.J. Puryear. 
(Stanford University Press. 1936. Pp. 264. 15s.) 


PRoFEssoR PurRyEAR published an interesting book on the 
Straits question in 1931. He tended, however, to press his con- 
clusions further than the evidence allowed, and his attempt to 
incriminate Stratford Canning has been completely refuted by 
Professor Temperley. In this book he takes up a theme to which 
he had already drawn attention in his earlier treatise—the influ- 
ence of British commercial policy upon the events in the Near East. 
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Professor Puryear is to be congratulated on making an experiment 
in this field of study and drawing attention to an aspect of inter- 
national affairs which has often been ignored. This is not a 
Marxian interpretation of history. Other factors are given due 
weight, and a consideration of their influence occupies half the 
book. But an attempt is made to isolate the commercial aspect 
and to subject it to separate analysis. 

The result is that some important suggestions are made, but 
the analysis is not sufficiently thorough, and the author has the 
same tendency as in his earlier book to press his conclusions too 
far. He has used the Vienna and Paris archives as well as the 
Foreign Office and Board of Trade papers at London. But he has 
scarcely mastered all the elements of the problem. In particular, 
the relations between the European Powers on which the Near 
Eastern policy ultimately depended seems to be imperfectly 
understood. When Professor Puryear writes of “The Duke of 
Dalmatie becoming Foreign Minister under Soult’ in 1839, he 
shows that the political background of his study has not been 
sufficiently explored by him. The political chapters do not, in- 
deed, add much to our knowledge of the period. The influence of 
Urquhart, to which much attention had been paid in his earlier 
work, is again exaggerated. There is no very clear account of the 
delicate process by which Britain and Russia came to act together 
against France in 1839-41. It is, indeed, rather hard to reconcile 
this rapprochement with the main thesis of the book. 

It is, however, on the economic side that Professor Puryear 
makes his most original contributions to the discussion. He ex- 
pands his previous analysis of the effect of the Treaty of Balta 
Liman of 1838 between Britain and Turkey on the relations of 
Russia and Britain. This involves consideration of the traffic in 
grain with South Russia and the Turkish Empire. In particular, 
the development of the trade with the Principalities is described, 
and the rivalry between Odessa and the Danube. This factor has 
certainly been much neglected by historians, and deserves special 
study. Professor Puryear collects together a number of interesting 
facts, some of which he had already given in his earlier book, and 
he shows that the rivalry in trade between Russia and Britain 
had more importance that has usually been allowed to it. But 
it was, after all, subordinate to strategic and political factors. 
The Treaty of 1838 was obtained because of the political situation 
in the Near East. ‘The device of fixed tariffs and internal duties 
was that normally applied to countries in the state of civilisation 
which then existed in Turkey. As in China its benefits were not 
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confined to Britain, but opened to all other Powers. ‘The trade 
was not of primary importance to either Russia or Britain. 

In the analysis of the grain trade the technique of modern 
economic history is hardly applied with sufficient rigour. Prices, 
for example, are never cited, and the nature of the competition 
between the different areas is not therefore sufficiently explained. 
But Professor Puryear has thrown new light on an important and 
interesting subject, and it may be hoped that it will be further 


explored by economic historians. 
C. K. 


British Empire. A German View. By Jonannes Store. (The 
Bodley Head. 1936. Pp. 344. 12s. 6d.) 


Herr Stove has written with the welcome intention of giving 
the world in general, and his fellow-Germans in particular, a clear 
idea of the structure and problems of the British Empire. That 
Empire is, for him, “‘ the most important political phenomenon in 
human history.” It is a phenomenon of which those for whom he 
specially writes, in his view, know far too little. 

In this endeavour the author writes, first, as “ an unprejudiced 
German,” and then as a geopolitician. It is a thousand pities 
that he has somewhat weakened his claim to the former qualifica- 
tion by omitting from this English translation certain passages in 
the original German text “which were meant for non-English 
readers.” He has thereby encouraged the uncharitable to ask 
whether these omissions account for the absence of all serious 
reference to the vigorous part played by Germany in the scramble 
for Africa. But, for all that, the tone of the book, and the author’s 
approach to political, social and economic problems, reveal Herr 
Stoye as one who seeks to see things as they are and to state them 
objectively. Such failures as there are to achieve those high ends 
may be ascribed to his not infrequent reliance on sources which 
are either inadequate or partisan, or both. 

As a geopolitician, Herr Stoye writes under the inspiration of 
the Swedish scholar Kjellen, whom he hails as the originator of 
“the new way of looking at things,” which is Geopolitics. That 
science bases itself on ‘‘ Blood and Soil”: it starts indeed with the 
State; but it sees State, Race, and Land as one organic whole. 
** The soil,’ writes Herr Stoye, “is our destiny. The individual 
may thrive anywhere in the world: the nation as a whole can 
flourish and survive only on its native soil.”” Hence, “ the highly 
individual and not easily intelligible English character . . . is the 
outcome of the racial mixture, soil, climate and history that have 
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gone to make England.’ Which is true enough; as true as the 
fact that the transplanted British have taken with them, and in 
varying measure kept, British institutions and traditions, and 
then, mingling their blood with those of other stocks on a strange 
soil and under new stars, have become Americans, Canadians, 
South Africans and so on. But one questions whether Kjellen’s 
claim to be the author of Geopolitics should not be shared by 
Buckle, or whether his elaborate thesis gets us much further than 
Professor Trevelyan’s dictum (which Herr Stoye quotes with 
approval) that ‘“‘ History is governed by Geography.” 

However that may be, Herr Stoye develops the thesis most 
interestingly in his earlier chapters, in which, with full acknow- 
ledgment of his debt to Sefior Madariaga and Mr. J. B. Priestley, 
he seeks to show that the Empire is a projection of the elusive 
character of the Englishman, who lives politically from hand to 
mouth and counts the attribution of sound instincts to himself the 
highest praise. This being so, it is strange that he should ask us 
to accept as a fact the first half of Seeley’s famous statement that 
the Empire arose partly from ‘“ sheer ambition to conquer,” and 
to regard the second half, that it arose partly from a ‘‘ humane 
desire to put an end to abominations,” as a mere “ well-sounding 
phrase.’ No one would deny that the desire to dominate and the 
hope of five per cent. (or even better) have played their full part 
in the making of the Empire: but assuredly philanthropy that 
cost good hard money and effort has not been lacking. If, as Herr 
Stoye states, Geopolitics can find room for the “ creative forces of 
personality and irrational factors in the lives of races and states,” 
it ought to be able to allow for the operation of mixed motives, 
especially in the case of the baffling English. 

In his subsequent chapters, Herr Stoye deals with each section 
of the Empire in turn. Throughout he sees Professor Zimmern’s 
“ Third British Empire ” as “ the practical political application 
of the English idea of co-operation, . . . the principle of the foot- 
ball match ” carried to its highest power. He concludes, in a 
strain that should be heartening to British readers, that the 
Empire is much tougher and more stable than it looks, and that it 
will endure, “ though possibly in a much altered form.” 

Eric A. WALKER 
St. John’s College, 
Cambridge. 


NOTES AND MEMORANDA 


DAVENPORT ON “ THE ECONOMICS OF ALFRED 
Reply 


In the Economic Journat for March 1937, there appears an 
extended review-article on Davenport’s The Economics of Alfred 
Marshall by Mr. C. W. Guillebaud. This article is of so re- 
markable a character that it cannot be passed over without 
comment. 

Mr. Guillebaud starts with a Chinese proverb, “ It is a mark 
of insincerity of purpose to spend one’s time looking for the 
Sacred Emperor in the low-class tea-shops.” Such quotations 
are usually to be taken as garnish or sauce, added for decoration 
or flavor. This one, however, when taken in connection with 
the article, is extraordinary. If it has meaning, it can apply 
only to Davenport and to Marshall. Applied to Davenport, this 
would be a most astonishing personal innuendo. In Davenport, 
integrity both intellectual and personal burned with a pure 
flame. We cannot believe that Mr. Guillebaud meant to attack 
Davenport’s sincerity. So we conclude that this part of the 
quotation is without meaning. The content of the article, 
however, leads us to believe that Marshall is the Sacred Emperor 
who may not be seriously criticised save by other dignitaries 
quasi-sacred in character. But if criticism of Marshall be lése 
majesté, all ways of economic discussion are closed. 

Mr. Guillebaud makes a particular issue of Davenport’s 
treatment of “real costs.” Davenport’s positive contention is 
that “real cost ’’ is not an analytically usable economic category. 
His review of Marshall’s use of it is to substantiate that position. 
It is not to be denied that Davenport had something of a 
“ fixation’ upon the subject, which mars his book. He was 
not wrong, but merely over-zealous. So far as one can judge, 
Mr. Guillebaud does not disagree with Davenport on the particular 
point the latter was concerned to establish, and indeed attempts 
to range Marshall on the same side by giving him the best of the 
available interpretations. 

Marshall used “ real costs ” as a foundation for explaining the 
supplies of the factors. Davenport would have been the last to 
deny the importance of analyses relating the quantities of factors 
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to price facts. He merely felt that Marshall’s sense of “ social ” 
significance led him into a misstatement of “ economic ”’ signifi- 
cance, in ways especially relevant to the theory of capitalisation, 
rent and interest. The problems are not such as can be solved by 
the sharp dichotomy between “responsive ”’ and “ unresponsive ” 
agents. They are manageable only by carefully redefining the 
analytical questions. On this point Davenport is unquestionably 
on solider ground than Marshall. 

It would take too much space to follow the strictures upon 
Davenport’s treatment of the value problem. They run in the 
same general vein—lack of understanding. “ [Davenport] failed 
to understand the latter’s [Marshall’s] use of the marginal 
technique.” ‘‘{Davenport] never grasps the notion of the 
determination of value by the reciprocal action of the forces of 
demand and supply focused at the margin.” These are very 
odd statements to apply to one of the most careful practitioners 
of the marginal technique. 

Davenport’s rent theories are labelled “ heresies” (revealing 
word). In attacking them, Mr. Guillebaud relies heavily upon a 
single illustration devised by Davenport to examine what the 
latter took to be one of the positions held by Marshall in respect 
to the distinction between land capital and equipment capital. 
Even in this illustration Mr. Guillebaud misconceives Davenport’s 
treatment by supposing him to be guilty of establishing a position 
in theory by recourse to addition. 

The fundamental point that Davenport sought to establish 
by his analysis of rent was that all factors of production when 
related to the pricing process must be treated on the same basis. 
In his thought there could not be one law of cost for wages and 
interest, and another for land rent. In that connection he was 


1 The illustration in point, dealing with a salt-marsh and constructed for the 
purpose of analysing a situation in which the land supply is fixed, was attacked 
as follows: ‘‘ Two single operations of cutting and carrying represent all that 
need to be done. There is no no-rent margin; the rent is obviously a part of 
total cost; so rent must enter into cost of production. It would be superfluous 
to refute an argument so patently devoid of foundation.” 

Only the veriest literalism could interpret this illustration to say that because 
the rent was ‘‘ obviously a part of total cost,” it must enter into the cost of pro- 
duction. The long quotation on rent, which Mr. Guillebaud included previous 
to this statement, should have prevented him from making it. In that quotation, 
Davenport said, as plainly as words can say anything, that land rents like other 
hires are but correlatives of the productive efficiencies of the factors employed, 
‘the existence of which but not the rent of which, is effective for product.” 
“To deny that its rent is a price-determining cost, but to assert for the land itself 
a price-determining standing is merely to discredit and abandon all price-cost 
analysis everywhere.” 
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at some pains to show that the method of marginal isolation was 
not peculiarly applicable to land. On this point, too, Mr. 
Guillebaud misapprehends the direction of his thought. 

Still more incredible is the dismissal of Davenport’s discussion 
of the laws of return by saying that it is ““ mere word-chopping, 
and does not deserve serious consideration.” This discussion, 
though made with special reference to Marshall, follows largely 
an analysis of the same problem given in the Economics of 
Enterprise. It emphasises the importance of the price aspect 
of the factors employed in production—so many dollars’ worth 
of fertiliser to be equated against so many dollars’ worth of 
product, instead of a comparison in terms of quantity units. 

It is evident that Mr. Guillebaud did not get far in his 
study of Davenport. The present writers are not disposed to 
comment on his other specific criticisms. In particular, they do 
not care to enter a defence of Davenport’s prose style, though 
it is no less than just to note that it has occasions of brilliance 
and moods of noble rhetoric. Least of all would they care to 
deny the over-wordiness and repetitiousness of the text of this 
latest book. On this point one might concede something to its 
posthumous and uncompleted character, noted in the Foreword. 

Attention must now be given to broader considerations. Mr. 
Guillebaud charges Davenport with sweeping misunderstanding 
and misrepresentation. Indeed, that accusation is the burden 
of his article. In actual fact, however, the situation is otherwise. 
Davenport made an assiduous effort to understand Marshall, and 
found this a very difficult task. His book displays throughout 
with exemplary completeness those phases of Marshall that place 
a strain upon the understanding. Where he was in a quandary 
he documented the difficulty, and no one who reads the documen- 
tation with an open mind can deny the difficulty. Indeed, were 
it not for the evidence of this article, one would have thought 
economists were generally aware that the interpretation of 
Marshall poses difficulties. Davenport inspected Marshall’s 
positions to the best of his ability, and did much summary 
rejecting. The “ misunderstanding” is unimportant. The re- 
jecting was done by tests inherent in Davenport’s positive 
doctrinal position. The matter at real issue is therefore the 
relative merits of two doctrinal positions as an approach to the 
illumination of certain fundamental economic relations. 

Davenport insisted on confining economic analysis to. an 
elucidation of that solid core of relations in which men rationally 


pursue their interests by the light of the pecuniary calculus. He 
No. 187.—voL. XLVI. PP 
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searched in Marshall for a content of connected analysis couched 
in an unambiguous scientific terminology, and corresponding to 
categories of observable economic processes. He found in Marshall 
a price economist who, not content with an examination of the 
price aspect of things, included many other elements in his analysis. 
It was with respect to these ‘‘ other elements ” that Davenport 
saw his own system to clash with that of Marshall. This was 
especially true with respect to the so-called “ social” elements in 
Marshall’s system. Davenport felt that the introduction of these 
elements caused Marshall to misstate the pecuniary relations by 
making him depart from the process facts of economic life in 
certain questionable though “classical”? ways. This is the 
burden of his dissent. 

It is not, by this sign, to be supposed that Davenport con- 
sidered Marshall a petty figure. The truth is quite the contrary. 
He had a great admiration for the sweep of Marshall’s mind, and 
for his illuminating insights and many “ short chains of reasoning.”’ 
The very sense of Marshall’s importance was what made it seem 
important to him to correct Marshall’s doctrinal “errors.”” In 
this matter Davenport’s book does him less than justice. The 
book is controversial, and long though it is, Davenport felt 
pressed for space to include all that he wished to say. Thus few 
matters irrelevant to the argument are mentioned. Even so, 
Davenport says at the outset of his study, “‘ Marshall’s Principles 
stands as the most systematic and most authoritative presentation 
of the classical point of view and of the classical body of doctrine. 
Thus far both advocates and opponents of classical theory agree. 
His work continues the system of thought that, developing 
through the contributions of a series of brilliant and masterly 
thinkers from Ricardo down to the present time, and exercising 
a controlling influence in the field of social doctrine and outlook 
as well as of political and economic policy, still holds its world- 
wide primacy in all of these fields. It is in this emphasis, then, 
that a study of Marshall as first among the neo-classical writers 
in economics is undertaken.” 

The final significant question about Mr. Guillebaud’s review 
is whether the paraphernalia of Marshall’s thought is acceptable 
in toto. By the tests he has applied to Davenport, he would blast 
all economics except that of the ‘“‘ Cambridge School.” Save 
in the latter society, economists have had to seek restatements of 
their analytical problems, without, however, being led to dispense 
with the services of Marshall. 

1 Davenport, H. J., The Economics of Alfred Marshall, p. 3. 
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The present comment is not written as a defence of Davenport’s 
doctrinal position, nor as an attack on that of Marshall. One 
must have recourse to the thinking of both, though in some 
respects Davenport seems anachronistic, just as Marshall does. 
The excuse for preparing this comment is simple. The present 
writers! who saw Davenport’s book through the press, were 
friends and colleagues. In the circumstances—for many will not 
read the documents—it seemed to them impossible not to reply 
to an article that reduces the stature of Davenport’s thought to a 
matter of negligible misinterpretation. 

Marshall and Davenport have passed on, weighted with 
honor and secure in fame. The works of both will long bear 
reading by their successors. But if economic theory is to mean 
anything in human affairs, its way lies ahead. No good can come 
from raising either of these great figures to the rank of Sacred 


Emperor. 
P. T. Homan 


M. Stave 
Cornell University, 
Ithaca, N.Y. 


A REJOINDER 


For editorial reasons of space my rejoinder to Professors 
Homan and Kendrick must necessarily be brief. In defence of 
my motto I would merely say that Mr. Ernest Bramah’s Wallet of 
Kai Lung, from which it is taken, is an entertaining pseudo- 
Chinese pastiche, and no one who had read it could fail to realise 
that the references to the “‘ Sacred Emperor ” and to “ insincerity 
of purpose ”’ are to be understood in their Pickwickian sense. 

On the main issue I must adhere to my contention that 
Davenport failed almost everywhere to grasp Marshall’s system of 
thought, with the result that the great bulk of his criticism 
consists in putting up skittles on very insecure bases of his own 
construction and then bowling them over. It would be most 
absurd to object to criticism of Marshall as such; indeed nowhere 
in the world can his work have been so intensively criticised in 
the last ten years as in his own University of Cambridge. But 
to have value it must proceed from a proper understanding of 
what Marshall really was saying. Davenport failed to find 
Marshall, because he looked in the wrong places—i.e. in modes of 


1 Tf the point is of interest to anyone, one of the signers of this note was 
apprenticed to Marshall, the other to Davenport. They do not themselves 
see exactly eye to eye on all the questions which might arise in a full discussion 
of the relative doctrinal merits of the two. 
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reasoning which Marshall would have been the first to stigmatise 
as puerile and fallacious. 

Lastly, may I repeat that my criticism of Davenport as a 
critic of Marshall was in no sense intended as an attack on Daven- 
port’s work as an original thinker in the sphere of economics. 

C. W. GUILLEBAUD 


A NOTE ON THE STERLING AREA 


THE sterling area consists of a group of countries which 
maintain approximately stable exchange rates with sterling either 
de facto or in accordance with some explicit legal arrangement. It 
is the part of the world within which, in effect, business men 
believe that the exchange risk in international trade is compara- 
tively slight in the short period. The object of this note is to 
investigate some aspects of the exchange relationship between the 
countries in the area from the time of Great Britain’s abandonment 
of the gold standard in 1931 until the end of 1935, when sterling 
itself may be said to have been stabilised de facto in terms of gold. 

The sterling group is a somewhat heterogeneous one. It 
consists firstly of the British non-self-governing colonies, pro- 
tectorates and mandates, with, in many cases, a legally distinctive 
monetary system, but in general a ‘‘ Currency Board ”’ or some 
similar authority operating to keep the currency at par with 
sterling; secondly, of the self-governing Dominions and India, 
signatories of the Currency Declaration of July 28, 1933, all with 
complete monetary independence constitutionally, but all except 
Canada having chosen recently (after some trials) to maintain 
approximate stability with sterling; thirdly, foreign countries 
which are so near geographically or are in other ways so intimately 
connected as buyers or sellers in the United Kingdom market that 
monetary independence of sterling would be at present very 
costly. It is widely agreed that such countries as Norway, 
Sweden, Denmark, Finland, Esthonia, Portugal, Egypt, Iran and 
Siam fall in this group. Finally, certain foreign countries (of 
which Japan, Argentine and Uruguay were the chief), unwilling 
to take the risks of monetary independence, and yet wishing to 
avoid the possible deflationary influences of the gold bloc and the 
possible inflationary influences of the American dollar, kept their 
currencies temporarily stable with sterling. 

The point of interest, then, lies in the fact that since 1931 an 
important group of countries has been operating on a free 
“exchange standard,” neither the exchange standard itself 


se 
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(sterling) nor the satellite currencies being linked to gold. Even 
before 1931 many of these countries abandoned the full gold 
standard in favour of the gold exchange standard because it was 
cheaper (the exchange reserves in London earning interest); but 
this was found to have serious weaknesses. With the depositary 
centre in London on the gold standard and no gold earmarked 
against the reserve deposits of the satellite countries, accretions 
to these deposits caused a double inflation and withdrawals a 
double deflation; } and when finally the depositary centre 
abandoned gold itself, large (gold) losses were made by the 
depositors. It seems likely that both London and the smaller 
countries within its economic orbit will be chary of returning to 
the old gold-exchange standard system in the future, even if 
there should be an opportunity for doing so. What can be said 
about the “ sterling” exchange standard ? 

Certain banking and foreign trade statistics of the sterling 
area countries suggest that one important aspect of.the working 
of this standard has been insufficiently considered. From the 
Annual Reports of the Bank for International Settlements the 
following figures for “ Sterling Area Short-Term Funds in London ” 
may be derived. The figures are obviously an under-statement,? 
but suggest the trend : 

End of — 1929. 1930. 1931. 1932. 1933. 1934. 1935. 
£ millions, . 100/110 100/110 50 75 120 140 140 
The Balance of Payments for a number of sterling countries for 
which figures are available changed during 1931-35 from a 
passive to an active balance on current account (goods, services 
and gold); or became more active : 3 


1931. 1932, | 1933. | 1934, 1935. 
Sweden (Kr. mns.) — 89 | + 96 | + 169 | + 280 Nil 
Denmark (Kr. mns.) . | — 46 | + 83 | + 48 | — 29 | + 71 
Australia (£ stg. 000) . | — 5,208 | +12,665 | +7,798 | +5,911 — 16,963 
New Zealand (do.) . | —10,598 | — 535 | +3,465 | +7,128 | + 3,017 
Estonia (Kr.mns.) | + 9-9) 3-4) + 6-65 + 11-2) + 9-1 
Finland (F.mks.mns.). | + 985 | + 1,177 | +1,350 | 4+1,570 | + 1,060 
India (Rs, mns.) «| + 275 | + 94 | + 380 | + 173 | of 87 
(+ =Imports. — = Exports.) 


1 Cf. Haberler, Theory of International Trade, p. 48. 

2 The Bank itself says in its 6th Annual Report (1936) that ‘ at the present 
time the short-term resources of the sterling area in London constitute a great 
proportion of the short-term foreign liabilities of that market.” It is widely 
agreed that the low Treasury Bill rates in London are partly due to the very large 
influx of sterling area balances. In the Bank’s 7th Report the basis of the figures 
has been changed and 1935 begins with a total of approximately £260 millions. 

3 League of Nations Balances of Payments, 1935. 
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Movements of short-term capital from the sterling countries (in 
some cases probably a consequence of an active current account 
balance) are also notable where figures are available : 1 


1931. 1932. 1933. 1934. 1935, 
Norway (Kr. mns.) .| + 87 — 72 — 28 — 65 —93 
Sweden (Kr. mns.) . - | +190 —227 —249 —246 —45 
Denmark (Kr. mns.) . | +140 — 57 — 17 + 77 +31 
Estonia (Kr. mns.) . -| — 48) + 2:2) — 10-1 | — 126 — 41 
India (Rs. mns.) . . | — 86 — 81 — 96 —105 not avail- 
able) 


(+ = Imports. — = Exports.) 


Individual members of the sterling group for which more detailed 
figures appear show the tendency in varying degrees to pile up 
foreign short-term funds (largely in London), to buy gold, to 
relieve monetary pressure at home, and to redeem or buy up 
external long-term debt where this is available. In Estonia, for 
instance, which joined the sterling area in September 1933 at a 
pegged rate, the foreign exchange reserves of the Bank of Estonia 
increased from Kr. 0-5 million to Kr. 9-8 million in twelve months ; 
and by the end of 1936 the Bank’s combined gold and foreign 
exchange reserve had risen from Kr. 19-7 million to Kr. 42-9 
million. The total gold and foreign exchange holding of the Bank 
of Finland and the Finnish commercial banks increased from 
F.mks. 717 million at the end of 1931 to F.mks. 2095 million at 
the end of 1936. The Swedish Riksbank shows a rise in gold and 
foreign exchange holdings from Kr. 206 million at the end of 
1932 to Kr. 1249 million at the end of 1936. The Treasury 
and Reserve Balances of the Indian Government in London 
increased from £39 million at the end of March 1931 to £81 
million at the end of March 1935. The Indian Reserve Bank 
started in April 1935 with gold, sterling securities, and overseas 
balances of Rs. 1049 million, which had risen by December 1936 
to Rs. 1283 million. In Australia, Wilson’s figure for the “ net 
assets overseas’? of Australian banks rose from £24,361,000 on 
June 30, 1931, to £48,617,000 on June 30, 1934. Sterling Exchange 
held by the Reserve Bank of New Zealand and net assets held 
abroad by the New Zealand trading banks rose to £NZ. 42-4 
million on August 26, 1935, although total overseas funds held 
by the entire banking system during the period 1921-32 are 
estimated to have ranged between £ stg. 10-20 million only.” 
1 League of Nations Balances of Payments, 1935. 


2 Estimates quoted from Balances of Payments, 1935, and Commercial Banks, 
1935. 
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In 1932 India redeemed a £15 million loan in London from 
short-term balances, and in 1934 South Africa redeemed a £7} 
million loan in London from the same source. In 1936 the 
Governments of India and South Africa together repaid some £35 
million of old debt in London, substituting internal issues. In 
Estonia the increase in Central Bank reserves has been accompanied 
by a “substantial amount.of debt repatriation ” ; + the Estonian 
liability for foreign long-term investments in enterprises and banks 
declined from Kr. 32 million in 1934 to Kr. 26 million in 1935. 
The net foreign indebtedness of Finland was reduced from 
F.mks. 8000 million in 1930 to less than F.mks. 4000 million at 
the end of 1934, and the Finnish Government foreign funded 
debt was practically halved from 1930 to 1936. The total face 
value of Norwegian shares held abroad declined from Kr. 347 
million in 1933 to Kr. 322 million in 1935. The outstanding 
amount of Swedish Government bonds held abroad declined from 
Kr. 326 million in 1932 to an amount reported “ insignificant ” * 
at present. The nominal value of New Zealand national securities 
domiciled abroad is estimated to have fallen from £ stg. 162 
million in 1932 to £ stg. 157 in 1935. It is not suggested that 
these estimates are comprehensive or comparable enough to 
“prove” anything; but they reveal a trend which appears to 
require some explanation. And it is not unlikely that inferences 
which may be drawn about the countries named are also true of 
other members of the sterling area for which figures are not 
available. 

When, after September 1931, the decision was taken in the 
countries of the sterling area to maintain exchange stability with 
sterling, the actual rate to be aimed at had to be deliberately 
chosen by some authority. The old gold-exchange standard 
could be satisfactorily operated by the commercial banks, which 
in fact did so in the British Dominions for a long period before the 
War. Exchange regulation under the sterling standard has, 
however, tended to pass to the new Central Banks. By the New 
Zealand Bank Act of 1933, for instance, Reserve Bank notes are 
to be full legal tender internally and redeemable in sterling at 
rates fixed by the Bank. An indefinite amount of the Bank’s 
reserve can be held in short-term sterling assets. In India, the 
Reserve Bank has to buy and sell sterling at prices close to 
1s. 6d. and may cover its notes by a reserve of 40 per cent. gold 


1 Commercial Banks, 1935, p. 74. The subsequent estimated reductions 
national indebtedness are quoted from Balances of Payments, 1935. 
2 7th Annual Report of Bank for International Settlements (1937), p. 88. 
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coin, bullion, and sterling securities (including Bank of England 
balances and short bills) to any amount, so long as a minimum of 
Rs. 400 million is held in gold. On December 2, 1931, the 
Commonwealth Bank of Australia announced that it would 
“accept the responsibility ” of fixing the London rate, quoting 
forward exchange and purchasing surplus London reserves. The 
Bank Act of 1924 allows rediscount with the Commonwealth 
Bank to replenish London balances, and the issue of Australian 
notes against London balances and securities. The Currency and 
Exchanges Act of 1933 in South Africa authorises the Reserve 
Bank to buy and sell gold or bills and securities to “‘ prevent undue 
fluctuations in the exchange value of South African currency to 
sterling.” 

When the level of exchange is fixed in these and other ways 
outside the free market, there is a certain presumption that it will 
be fixed and held lower than the free level rather than higher. 
The organised pressure groups will be those of exporters, not 
importers or consumers of imports; and the tendency of expert 
advice in the raw material countries of the sterling area has also 
been to support a low rate, on the ground that a revival of the 
exporting industries would lead to a general revival as well. In 
1932 the Wallace Bruce Committee in Australia advocated ! 
pushing the exchange below its natural level. The 1933 
** Economists’ Plan’ for New Zealand involved weakening the 
exchange,” and the New Zealand Government was impelled to 
fix a rate of 25 per cent. premium on sterling while the bill for 
the Reserve Bank was being prepared. In South Africa the weight 
of evidence produced before the Select Committee on the Gold 
Standard on the advantages which would be enjoyed by the 
farmers and the gold producers from the removal of the discount 
on sterling * well illustrates the pressure which can be brought to 
bear by exporters. The stoppage, carly in the depression, of 
capital exports from London to the sterling area countries would, 
of course, have produced a weak exchange under free conditions ; 
but taking this into account, there still seems a distinct possibility 
that in fact the adjustment was in several cases overdone. 

‘“* Exchange-dumping,” which is what under-valued currencies 
produce, is an embarrassment for the sterling area, since the 

1 Report of the Preliminary Survey of the Economic Problem, C. 3847, April 
1932, p. 16-17. 

2 Cf. Belshaw, ‘‘ Crisis in New Zealand,” Journal of Political Economy, 


December 1933. 
3 Cf. Leslie, ‘‘ South Africa and the Gold Standard,” Economic JouRNAL, 


March 1933. 
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constituent countries produce closely competitive products in 
wheat, meat, cotton, timber, wool and butter, and they gain in 
the British market largely at one another’s expense. Choosing the 
original stabilisation rates for the Scandinavian currencies, for 
instance, was awkward, particularly when the Finnish mark was 
allowed to drop to 226 from a parity of 193-23, whereas the 
Swedish crown fell only from 18-16 to 193. In 1933, in response to 
the pressure of the Danish dairy farmers, the Danish exchange 
rate was lowered in June to approximately the same discount in 
terms of sterling as the New Zealand rate had been in the previous 
March. In this connection, it is worth remembering that, London 
cannot “go off sterling ”’—that is, that competitive exchange 
depreciation of the satellite countries against Great Britain could 
go on indefinitely. 

In the long run, price-levels would accommodate themselves 
to every movement in the exchange rate (instead of the exchange 
rate moving to equilibrate price-levels, as in the classical example 
of inconvertible currencies), and under- or over-valuation would 
ultimately disappear. In the short run, under present conditions, 
the adjustment seems to be made by movements of short-term 
funds—that is, in the case of the under-valued satellite currencies 
of the sterling area, short-term funds tend to pile up in London. 
This, in fact, may be suggested as a simpler and much more 
sensitive test for under-valuation than those currently applied.? 
Normally, under competitive conditions, the commercial banks 
would soon check this movement of balances by appropriate 
adjustments of the exchange rate. If the rate is fixed and 
exchange is not rationed, the balance of payments must be ad- 
justed by movements in merchandise imports and exports 
produced by movements in local bank advances and deposits. 
But the reaction may be very slow in practice,? and very large 
balances may be accumulated in the process, which may make 
the depositary monetary centre dangerously vulnerable. In the 
sterling area, fortunately, this is not such a serious disadvantage. 
First, sterling area short balances are not normally so fugitive as 
those from countries outside the area (France, for instance), and, 
secondly, the balances may always be used to redeem part of the 
enormous outstanding total of long-term debt due to London from 
the sterling countries. Thus while there is any long-term debt left 


1 Cf. the methods in Gregory, First Year of the Gold Standard, p. 52, and Hall, 
Exchange Equalisation Account, p. 76. 

2 As in Australia before 1929. See Walker, Australia in the World Depression, 
p. 34. 
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to repay, under-valuation of the exchange can persist indefinitely. 
Parts of the sterling area may be said to be predatory on Great 
Britain because they can “go off” sterling, whilst London 
cannot; but they may be said to share the booty. More generally, 
exchange stability within the sterling area may lead to under- 
and over-valued rates and unexpected and perhaps undesired 
capital movements, unless the parities are fixed originally with 
some regard to the fundamental economic influences and _re- 
considered occasionally in accordance with changes in those 


influences. 
A. 8. J. BAsTER 


University College, 
Exeter. 


A Note on tue Law or Driminisuine Exasticiry or DEMAND 


Me. R. F. Harrop, in his recent work on the Trade Cycle, 
has propounded a new law of economic dynamics—namely, the 
Law of Diminishing Elasticity of Demand. He contends that, in 
general, as the level of incomes rises the elasticity of demand for 
consumption goods diminishes; and vice versa. The reason 
adduced for this is, that as people’s incomes become larger, the 
ratio between the trouble involved in finding the cheapest market, 
and the real gain in utility which will result in so doing, increases. 

If this Law is universally valid, its importance for the develop- 
ment of dynamic economic theory is enormous. Mr. Harrod 
himself shows this, by the extensive use which he makes of it to 
explain the relations between the movements of prices, profits, 
and output in the course of the trade cycle, and in his speculations 
as to the nature of the long-period trend of prices which will be 
required to maintain an even rate of economic progress. It 
therefore behoves us to subject Mr. Harrod’s generalisation to the 
test of intensive criticism in order to determine the exact limits 
within which it may be held to be valid. The writer, while accept- 
ing the general importance of the Law, wishes to point to con- 
siderations which may modify its application in some directions. 

The first. point concerns the re-grouping of consumers’ demand 
between commodities, as a result of changes in the level of their 
incomes. An observed feature of a trade depression is the 
tendency for those consumers whose incomes are most adversely 
affected to economise by reducing the quality of the goods they 
buy. (Compare the extreme example noted by Marshall, that 
the consumption of bread may actually rise when wages fall, 
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because it is the cheapest form of food.) Now, if the goods of 
different qualities are sold by different entrepreneurs, the effect 
upon the conditions of demand with which each one of them is 
faced may be much as follows :— 

A, the seller of the higher and more expensive quality, will 
find that the total demand for his produce is sharply reduced 
(the demand curve is moved to the left). It does not follow, 
however, that its elasticity has been increased for any change of 
price which he would think it worth his while to make. He has 
lost the poorer section of his customers, and could only recapture 
them by impossibly large reductions of price. He is left with the 
wealthier part of his clientéle, whose elasticity of demand was 
previously small. It may be somewhat greater now, because of 
the effects of the depression upon their incomes; but it is at least 
possible that it will not have increased sufficiently to compensate 
for the fact that that section of the demand which was previously 
most elastic has been completely removed. The average elasticity 
of demand with which he is confronted is therefore less than it 
was before the depression set in. 

B, the seller of the lower and less expensive quality, may find 
that the demand for his product actually rises, because of the 
influx of customers who had previously patronised A; in any case, 
it is likely to fall much less than the demand for the product of A. 
What of its elasticity? This will, of course, be increased by the 
impoverishment of his original customers. On the other hand, 
his new customers, who have descended from A, will still have 
large incomes, and would probably show little additional response 
to a reduction of B’s price: their elasticity of demand is small. 
It is possible that their influence may outweigh that of the 
original customers: in which case B also is faced with a demand 
whose elasticity is less than before depression supervened. When 
a trade revival takes place, there will be a symmetrical tendency 
for the elasticity of both demands to increase. ‘The existence of 
the Law of Diminishing Elasticity is not apparent. 

It might be argued that such a phenomenon can be relegated 
to the sphere of economic curiosa, on the ground that it affects 
only special branches of luxury trades. But Marshall’s case, cited 
above, suggests that this need not be true. Moreover, its im- 
portance is likely to increase rapidly as consumable goods become 
more diversified and as living standards become more flexible. 

These considerations apply to the short-period fluctuations of 
the trade cycle. But Mr. Harrod postulates, with rather more 
hesitation, the existence of a long-period trend towards diminish- 
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ing elasticity, as the general level of income rises. Again the idea 
is plausible; but there may be important qualifications. The 
constant invention of fresh consumable goods or services, and the 
“* creation ”’ of psychological needs for them by means of advertise- 
ment, tend to raise the real utility derivable from marginal 
increments of income or from marginal savings of expenditure in 
other directions. ‘This maintains the ratio between the disutility 
of cheese-paring and the increment of utility which it makes 
possible; and it may even increase it. How important a force 
this “‘ creation ” of new wants may exert, it is difficult to judge. 
Probably it will be most pronounced where the increase in the level 
of income is steady and evenly diffused, but where considerable 
inequalities of income exist between different classes ; for then the 
influences of imitation and snobbery will have their fullest play. 

Further, the demand for any commodity which is not already 
in very general use may be given increased elasticity by the 
possibility of selling it to persons in ever lower strata of income 
levels, as incomes rise throughout the hicrarchy. This may be 
at least sufficient to counterbalance any growth of inelasticity of 
demand on the part of previous purchasers. It is notorious that 
some of the most successful businesses of modern times (Ford, 
Morris, Woolworth, Marks and Spencer) have achieved their 
successes partly by exploiting just these circumstances ; they have 
taken advantage of the fact that the elasticity of demand for 
their particular wares increased as the incomes of the masses rose. 

There is yet a third point which is worth consideration. The 
“ trouble involved in finding the cheapest market ” is very often 
a constant factor, which does not vary in proportion to the value 
of the purchase or the number of times a given purchase is made. 
If I wish to discover the cheapest place in which to buy vegetables 
in this city of Oxford, I must go to some trouble in visiting various 
shops, comparing prices, and so on. But once the effort has been 
made, the result will be equally useful if I buy one cabbage to 
feed my family or one hundred to feed my College; moreover, it 
will normally be valid for at least some considerable period of 
time. Now, if this piece of price research enables me to save, for 
example, one penny in every shilling I spend on cabbages, it is 
clear that the effort involved is subject to a kind of Law of 
Increasing Returns: the bigger and more frequent my purchases, 
the lower is the ratio of the disutility involved in the effort to the 
gain of utility which results from it. This may have considerable 
practical effect upon elasticity of demand by final consumers. 
For casual and occasional luxuries of small value, most people 
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pay what they are asked, and do not bother to inquire whether 
they have paid more than they need. But if, as a result of a rise 
in their incomes, such purchases become a regular and con- 
siderable part of their outlay, or are made in much larger amounts 
at one time, they are likely to become more careful and more 
anxious to find the lowest price. Their elasticity of demand has 
increased. For a casual night at a hotel, Iam prepared to pay 
fifteen shillings or a pound; but if I intend to stay a month, I 
insist upon en pension terms of ten shillings a day. This sort of 
thing may well have quite an important effect on the elasticity of 
demand by successive strata of consumers when incomes are 
rising steadily. It may also be important in the business world, 
if an increase of large-scale buying for large-scale production and 
distribution is a concomitant of economic progress, as in the past 
it certainly has been. There is a good deal of evidence, for 
instance, that large chain-stores “‘ squeeze ” the price they obtain 
from manufacturers and wholesalers more than do small shops; 
because of the bulk of their purchases, it is more worth their while 
to spend time and trouble in finding the cheapest seller. 

These qualifications by no means dispose of the Law of 
Diminishing Elasticity of Demand; but they may be well worth 
consideration in many practical applications of it. 

R. F. BretHEerton 
Wadham College, Oxford. 


A Note on Mr. LERNER’S “ DYNAMICAL” PROPOSITIONS 


§ 1. Desprre a greater elaboration in the form of his article, 
Mr. Lerner seems chiefly concerned with two points in my analysis 
of economic calculus in a planned economy. In the first place, 
he thinks I am mistaken in supposing that when a new plant is to 
be built, the Trust should be instructed to choose the size for 
which the demand price is equal to the lowest average cost, 
including normal profit. Instead he thinks it should be the plant 
whose cost curve touches the ‘long period ” cost curve imme- 
diately above the point of intersection between the Demand Curve 
and tie long period marginal cost curve. It is only at this point, 
he argues, that price covers the true marginal cost, including the 
interest costs of the different plants.1_ In the second place, he 


1 Mr. Lerner calls the envelope the “ long period ’’ cost curve and the curve 
the “long-period ’’ marginal cost curve. This is, no doubt, a traditional use of 
terms. But it is not a wholly fortunate use in the context of this discussion. 
There is nothing particularly ‘“‘ long period” about the problem. It arises when 
a new plant is to be constructed and all the curves exist at the moment when the 
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thinks that I am wrong in suggesting that when demand has 
fallen or costs have changed, so that a plant is earning less than 
normal profit, the management should be instructed to make as 
much profit as it can until the plant is replaced—i.e. to make 
marginal revenue equal to marginal cost in the short period. 

I accept the first of these criticisms. Indeed, I am in agree- 
ment with almost all Mr. Lerner’s theoretical contentions. I agree 
that it is theoretically desirable to build the plant indicated by Mr. 
Lerner’s directive. I see the inconsistency between the rule that 
the prices of factors are everywhere equated to the value of their 
marginal products and my neglect of the envelope. But I do not 
at the moment accept his second criticism, because I do not think 
he has understood the point I was trying to make, and in certain 
ways has misrepresented what I said. As the matter is of some 
practical interest, it may be worth explaining it a little further. 

§ 2. In the first place, I cannot help feeling that Mr. Lerner, 
no doubt unintentionally, has misrepresented me by the peculiar 
device of stating more emphatically what I had written myself, 
as though it were a criticism of my views. The whole point of my 
article was to try to suggest a more practicable method of calculus 
than Dr. Dickinson’s simultaneous equations. As I said in my 
article : 

“ The three forms of the theory of value arrive at the same 
positive conclusion—that perfect competition secures the 
right distribution of resources. Do any or all or more of 
them provide a rule of procedure for the Planned Economy.” ! 

And again : 

“The object of this article is to suggest an alternative 
system to that advanced by him [Dr. Dickinson]—one that 
I believe to be more practicable—” ? 

My whole interest lay in the distinction between a technique 
for the exposition of, and rules for the practical application of, 
the traditional theory of value. Yet Mr. Lerner makes the extra- 
ordinary statement that : 

“There is indeed no indication in the article [mine] of 


any recognition of the difference between the system of 
analysis and the technical administration.” 3 


size of plant is chosen. No long period of time is in question. The envelope is 
really an “‘ inter-plant,”’ not a ‘‘ long-period ”’ curve, and the relevant considera- 
tion is the “inter-plant marginal cost” as distinct from the ‘“ intra-plant 
marginal cost.’’ There is, of course, no difference of meaning. 

1 “ Economic Calculus and a Planned Economy,’? Economic JouURNAL, 
1936, p. 677. 

2 [bid., p. 676. (Italics now inserted.) 

Statics and Dynamics in Socialist Economics,’’ EcoNoMIC JOURNAL, 1937. 
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These details of personal explanation would be of little import- 
ance except that they suggest that Mr. Lerner has not appreciated 
the significance of certain points that I made nor found any 
solution for the practical difficulties to which I pointed. 

§ 3. Let us take the case of the general problem of charging 
for particular commodities less than their total money costs. 
Here Mr. Lerner and I are in perfect theoretical agreement. 
As I said : 

“Since, however, losses in one direction would always 
be offset by equal profits elsewhere as long as total expenditure 
were constant, the policy would not be impracticable for a 
Central Authority owning all industries, although it might 
be impracticable if anything less than everything were in the 
hands of the State.” 

Mr. Lerner cannot deny this. Instead he runs away from the 
practical. problem by reverting to a little comfortable armchair 
extremism. According to Mr. Lerner, the existence of this 
difficulty “adds one more to Lange’s already imposing list of 
economic arguments in favour of a speedy transition from Capital- 
ism to Socialism.’ In short, because the facts do not suit Mr. 
Lerner’s application of the theory, the facts must be changed to 
fitit. Or, to put it another way, Mr. Lerner’s technique of adminis- 
tration is not a technique of administration until the “ transitional 
period ” is wholly finished. I cannot help thinking that in this 
country, despite the “imposing nature of Dr. Lange’s list,” we 
shall all be dead before this long period is reached. For the 
interval Mr. Lerner has not faced the real problem.” 

§ 4. In the same way, Mr. Lerner has wholly missed my point 
about the replacement of capital. Again we are in perfect agree- 
ment as to what is desirable upon calculus grounds if demand has 
failed to justify expectations and a constructed plant is making less 
than normal profit when price is equal to marginal cost. As I 
said: “ . . . the responsible authority . . . could instruct the firm 
to carry production to the point at which price covered marginal 
cost. As long as the plant is regarded as a technical fixture . . . 
this is the theoretically desirable course.” * But I went on to point 

1 Durbin, p. 685. 

2 T feel sure that Mr. Lerner is too convinced by Dr. Lange’s “‘ imposing list ”’ 
to have troubled to read either the long- (For Socialism and Peace) or short-term 
programmes of the Labour Party in this country. If he had done so, he would 
have found that the practical proposals of the Party contain very profitable 
industries (e.g. electricity and transport). My general point, however, remains 
intact—that it is only if the socialised section happens to be, on balance, profitable 


that his use of theoretical conceptions is really a practicable rule of administration. 
3 Durbin, p. 685, 
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out that this principle is applicable only if the plant is replaced as 
a whole after a period occupied by the accumulation of depreciation 
allowances. If a railway is replaced continuously—as it is— 
there will be no method of distinguishing saeanens current costs 
and the reinvestment of free capital. 

But this point is not met by Mr. Lerner. Again he insists that 
the facts must fit his categories : 


“ Tf it is really true that one tenth of the railway line must 
be rebuilt every year if it is to be any service then the expense 
involved in this is a prime cost. Our procedure is to 
take into account the cost of building a plant | whenever the 
question of building or rebuilding arises... .. 


Yet the facts obstinately escape Mr. Lerner’s simple categories. 
The day-to-day work on the permanent way is not necessary in 
the short period—the railway could be operated for some time if 
the track were allowed slowly to wear out—and so the main- 
tenance expenditure is not a prime cost. Nevertheless it does 
maintain the capital intact. The ‘“ question of building or 
rebuilding ” arises at every moment of time. And it seems quite 
unreasonable to assume that all capital is replaced in the dis- 
continuous way that Mr. Lerner appears always to have in mind. 

The truth is that Mr. Lerner has been misled by supposing 
that there is a necessary distinction between costs incurred con- 
tinuously and physical depreciation or replacement allowances. There 
is no such distinction. It wouid take too long to follow out the 
consequences from the theory of costs of taking the two possible 
cases into account. I have only attempted to show that Mr. 
Lerner has misunderstood another of the practical arguments 
advanced by me as necessary qualificationsof the simple theoretical 
principles upon which Mr. Lerner and I agree. 

§ 5. I should like also to say, although not in criticism of 
Mr. Lerner’s strictures upon me, that one of the important 
principles that I had in mind was the practical necessity for 
retaining as much financial independence for the management 
units of, and as many management units in, a_ socialised 
industry as possible. This principle of practice I did 
not succeed in stating clearly.2 I may be mistaken, or I 
may be unduly influenced by the ideas and practices of a 

1 Lerner, ibid. 

2 'This was what I was getting at in saying, “‘ Such a general instruction would 
have the great advantage that it would enable the management to meet changes 
in market conditions independently and men the complex system of taxes and 


bounties required by the other direction,” p. 686. But it is not very clearly 
expressed. It is the independence, rather ‘han the simplicity that is valuable. 
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capitalist economy, but it seems improbable to me that mere cost 
figures—representing no actual funds—will be taken very seriously. 
It seems unlikely that particular interest will be taken in receipts 
and costs if industries can make “ losses ” and finance them for 
long periods by drawing on the “ profits” of other concerns. 
Financial independence is surely an invaluable incentive to, and 
the comparison between - costs an invaluable measure of, 
managerial efficiency.' 

If this is so it means that there is an ultimate conflict between 
what is theoretically desirable and what is humanly practicable 
in the case of produets : 


(a) whose cost curves rise or fall as output increases ; 
(6) for which the demand only justifies a single plant. 


If their production is carried on by private enterprise, monopoly 
profits will be made—if by public enterprise the requirements of 
the technique of administration is in conflict with the principles of 
economic calculus. 

But this leads into the world of pure psychology—of prophetic 
science—an unattainable Paradise for the mere economic theorist. 

§ 6. Finally, may I repeat that Mr. Lerner and I are agreed 
upon the most important point of all—the applicability of the 
logic of the theory of value to the circumstances of the Planned 
Economy. Within that broad agreement Mr. Lerner has corrected 
an error of mine over the nature of the correct theoretical directive 
for the construction of the plant. We further agree upon the 
short period directive consistent with it. We remain in disagree- 
ment over the presence or absence of practical difficulties prevent- 
ing the simple application of these instructions to the industries 
in the expanding socialised sector. 

E. F. M. Dursin 
London School of Economics. 


1 It is interesting to note that the Russian theory of financial administration 
is now based exclusively upon this principle (see Reddaway, The Russian Financial 
System). This is after experience of the opposite principle. 


No. 187.—vou. XLvi. QQ 


r. 
ts 
at 
st 
se 
to 
he 
S. 
in 
if 
n- 
es 
or 
te 
iS- 
d. 
ng 
n- 
re 
he 
le 
[r. 
its 
cal 
of 
nt 
for 
nt 
ed 
lid 
I 
uld 
ges 
und 
ly 
ble. 


582 


THE ECONOMIC JOURNAL 


CuRRENT TOPICS 


[SEPT. 


THE following have compounded for life membership of the 
Royal Economic Society :— 


Bell, J. W. 
Blair, W. 
Blumstein, S. 
Cassels, J. 
Clarke, R. W. B. 
Crawford, H. 


Deo, Rajkumar, L. N. B. 


Hayes, Rev. H. B. 
John, Miss A. 
Kayamkhane, G. 8. 
Khilnani, K. R. F. 


Macgibbon, D. A. 
Molina, E. C. D. 


Muller, S. 


Nash, P. G. E. 
Pendred, V. W. J. 


Ribo, X. 


Spang, K. 


M. 


Stanbury, R. W. W. 
Steel-Maitland, K. R. F. 
Wilson, P. A. 


The following have been admitted to membership of the 


Society :— 


Alam, 8. M. 
Angus, H. F. 
Anstee, H. 
Ashton, L. N. 
Bayne, R. P. 
Bleackley, A. 
Bond, H. 
Booth, J. A. 
Bootwala, Z. F. 
Britnell, G. E. 
Brown, N. C. 
Burton, K. J. 
Bush, S. C. 
Chand, Dr. H. 
Clark, W. C. 
Coe, V. F. 
Cooper, P. H. 
Cooper-Smith, A. R. 
Davis, J. S. B. 
Debré, Dr. M. 
Dédek, Dr. V. 
Desai, S. V. 
Dewhurst, G. A. 
Drummond, G. F. 


Duckworth, G. 
Edgar-Mitchell, A. 
Edwards, C. G. 
Elliott, Dr. C. 
Forgan, F. D. 
Gaston, Prof. L. 
Gilbert, W. G. L. 
Goradia, D. P. 
Gray, D. W. 
Green, P. M. 
Greig, W. S. 
Gross, A. 

Haniff, M. 
Hardikar, V. K. 
Harris, Alwyn. 
Harris, H. B. 
Harvill, Prof. R. A. 
Haycocks, H. W. 
Hindmarsh, F. W. 
Hosford, W. H. 
Howarth, J. 
Hrage, Dr. J. 
Huntington, A.H.,Jr. 
Jarvis, R. C. 


Jooste, U. J. 
Kanga, Khan Sahib, 
J.D. 
Kellow, W. W. 
Khuri, F. 8. 
King, H. W. C. 
Kirby, E. 8. 
Ledward, R. T. D. 
Leonard, R. W. 
Lloyd, C. M. 
MacDonald, Rev. 
J. A. 
McDonnell, W. P. 
Madeleine, Sister 
M. G. 
Mallison, J. W. 
Mann, R. J. 
Mantoux, E. 
Martin, K. B. 
Maung, U. N. 
Morse, A. L. 
Morson, W. T. 
Naidu, P. N. T. 
Narpati, B. 
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Northam, R. Salera, Virgil. Truptil, Dr. R. J. 
Parihar, D. Sands, E. S. Venkateswaran, K. 
Pearson, J. A. A. Silman, G. J. Vidyarthi, D. P. 
Pednekar, A. V. Simmonds, R. Waines, W. J. 
Pocock, N. R. P. Skang, Dr. Arne. Walker, E. A. H. 
Purkayastha, K.C. Steel, G. M. Westgate, W. 8. 
Ranson, Revd. C. Stinson, G. Whiteley, A. S. 
Ross, H. F. Stone, Mrs. W. M. Wiseman, I. H. 
Rothwell, 8. Sutton, C. W. H. Wood, A. H. 

Roy, M. M. Taylor, G. H. Woods, H. D. 


Roy-Chaudhuri,G.P. Tiptaft, N. 


The following have been admitted to Library membership of 
the Society :— 


Baker Library, Harvard University. 

Banco de Espaiia, Valencia. 

Biblioteca Unione Provinciale Fascista dei Commercianti, 
Milano. 

Cassa di Risparmio delle Provincie Lombarde Ufficio Studi e 
Propaganda, Milano. 

Central Statistical Bureau of Finland (Composition for 
fifteen years’ subscriptions). 

Liverpool and District Bankers’ Institute. 

Nettleship Library, Society of Home Students, Oxford. 

Oriel College Library, Oxford. 

Raffles College, Singapore (Composition for fifteen years’ 
subscriptions). 

Watkinson Library, Hartford, Connecticut. 

Wigan and District Mining and Technical College. 


Mr. K. S. Istxs, Lecturer in Economics in the University of 
Edinburgh, has been appointed to the newly created Chair of 
Economics at Swansea. Mr. Isles was educated at the University 
of Tasmania and at Cambridge University, where he took the 
Economics Tripos in 1929. 


_ Tue Council of the Royal Institute of International Affairs 
announces the appointment of Professor Allan G. B. Fisher of the 
University of Western Australia, to the newly established Price 


Chair of International Economics at Chatham House. The 
QQ2 
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purpose of the Chair is to provide the Institute with the means 
for more intensive research into world economic problems than 
has hitherto been possible. Professor Fisher is the first occupant 
of this Chair, and will consequently inaugurate the new develop- 
ment in the Institute’s activities which has been rendered possible 
by the recent generous gift of £20,000 made by Sir Henry Price 
for this specific purpose. 

Professor Fisher, who was born at Christchurch, New Zealand 
in 1895, has been Professor of Economics at the University of 
Western Australia since the beginning of 1936. He graduated 
at Melbourne University with Ist Class Honours in History and 
Political Economy in 1915, took the degree of Ph.D.(Econ.) in 
London in 1924, and before joining the staff of the University of 
Western Australia was for some years Professor of Economics at 
Otago University at Dunedin. In 1931 he interrupted his teaching 
activities and as the holder of a Rockefeller Travelling Fellowship 
studied at first-hand conditions in the Far East, Russia, the 
United States and various European countries. In 1934 Professor 
Fisher acted as Economic Adviser to the Bank of New South 
Wales in Sydney. He hopes to take up his new post at Chatham 
House early in 1938. r 


AN international conference, the nature of which is believed to 
have been unique, was held in June at Eastbourne. The personnel 
consisted of fifteen economists in the service of commercial banks 
operating in a variety of countries—the United States, Canada, 
Australia and New Zealand; England, France, Germany, Italy, 
Switzerland, Holland, Denmark and Sweden. The conference 
was organised and presided over by Mr. W. F. Crick, of the Mid- 
land Bank. The major objects of the conference were twofold : 
to cultivate personal contact between economists engaged in 
similar work in countries of widely differing circumstances; and 
to profit by exchange of experience and views on problems of 
banking and of financial and economic policy. 

The formal discussions, partly in full meetings and partly in 
groups, covered a broad field, the starting and finishing point 
being found in consideration of the work of the bank economist 
and the best available means of conducting it. In preparation 
for the conference, private memoranda had been written and 
circulated among the participants, dealing with banking organisa- 
tion and recent experience in the countries represented, and these 
provided a groundwork for much of the discussion. Most of the 
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time was devoted to consideration of the banking system as an 
integral part of the national economy. In this field, discussion 
centred upon four main topics: government supervision and 
direction of banking policy and operations; central bank control 
of the banking system; operative relations between the central 
bank, the commercial banks and other financial institutions; and 
the relations between the banks and the public, considered more 
especially as a factor in shaping economic conditions. Out of the 
discussions on these topics arose a number of cardinal questions 
to which closer attention was directed: among these were such 
matters as the problems arising from the change in the com- 
position of bank assets in a number of countries—the decline in 
commercial lending and the rise in holdings of government paper ; 
the possibilities of quantitative or qualitative control of credit, 
as a supplement to or substitute for the influence of interest rates ; 
the part played by the banks in determining conditions in the 
capital market; and so forth. No attempt was made to arrive 
at any agreed conclusions in the shape of resolutions formally 
adopted, since it was considered a more advantageous course for 
each member to formulate his own conclusions, in a manner best 
suited to the circumstances and problems of his own country. A 
great deal of private discussion took place on general economic 
and financial affairs, and an exchange of views on the inter- 
national situation and outlook was arranged towards the end of 
the conference. 

Informal arrangements were made for maintaining the 
personal associations established and strengthened at this initial 
gathering, these including plans for more or less continuous 
interchange of information and views. In addition, an attempt 
is to be made at a project of combined research into specific 
monetary matters, of great importance in relation to business 
fluctuations, the facts and effects of which the bank economist is 
especially well-placed to observe. 


A LEVERHULME Fellowship has been awarded to Miss D. E. 
Charles to enable her to research into “‘ The Mechanism of Popula- 
tion Decline with special reference to Scottish Population 
Problems,” and a grant has been made to Mr. C. R. Fay for the 
continuation of his study of “‘ Co-operation Abroad.” 
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Two Leverhulme Research Studentships for post-graduate 
work, and various other studentships, scholarships and bursaries, 
open equally to men and women, will be offered for award by the 
London School of Economics in October, 1937. Further par- 
ticulars and a form of application, which must be returned before 
September 13th, may be obtained from the Secretary, The London 
School of Economics, Houghton Street, W.C. 2. 


Tue next Annual Conference of the Association of University 
Teachers of Economics will be held at the University College, 
Hull (Thwaite Hall, Cottingham) during the week-end January 
7th-10th, 1938. An announcement, giving further details of the 
programme, will appear in the December issue of this Journal. 


Tue Agricultural Economics Society announces that the first 
prize of £10 in its 1936-37 Essay Competition has been awarded to 
Mr. R. G. Betterton, The Institute of Agriculture, Moulton, 
Northampton, for an essay on “ The Stimulation of Consumption 
rather than the Restriction of Supplies must be the basis of 
British Agricultural Policy.” The second prize of £5 has been 
awarded to Mr. W. E. Richards, Agricultural Economics Depart- 
ment, Reading University, for an essay on ‘‘ Changes in the 
Value of the Agricultural Output of Great Britain in Relation to 
the Number of Persons Employed and the Earnings of the 
Employees.” 


Proressor W. R. Scort’s forthcoming book Adam Smith as 
Student and Professor will be available to members of the Royal 
Keonomic Society at 20s., post free, instead of at the published 
price of 30s. It is hoped that it will appear early in September. 
Application, accompanied by a remittance, should be made to the 
Assistant Secretary, Mr. 8. J. Buttress, 6 Humberstone Road, 
Cambridge. 


THE Publications Department of the London School of 
Economics has recently begun to issue a new series of pamphlets 
under the direction of the editors of Politica. The first, by Sir 
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William Beveridge, is entitled ‘The Unemployment Insurance 
Statutory Committee.” This pamphlet, ordinarily published at 
1s., is available to members of the Royal Economic Society, at 
10d., or to subscribers to Politica at 6d. Application, accompanied 
by a remittance, should be made to the Assistant Secretary, 
Mr. S. J. Buttress, 6 Humberstone Road, Cambridge. 


RECENT PERIODICALS AND NEW BOOKS 


Journal of the Royal Statistical Society. 


Part II, 1937. The Demography of British Colonial Possessions ; 
A Note on the Assembly and Interpretation of Data: P. GRANVILLE 
Eper. Some Scandinavian Statistics ; Fragments from a Note- 
book: Simr A. W. Fiux. Wholesale Prices in 1936: Editor of the 
Statist. 


Supplement to the Journal of the Royal Statistical Society. 


Statistical Method Applied to Biological Assays: J.O.IRwin. Some 
Considerations of the Variability of Cotton Cloth Strength: A. W. 
Bayes. Notes on some Statistical Problems raised in Mr. Bayes’s 
Paper: E. 8. Pearson and B. L. Wetcx. Problems arising in 
- the Analysis of a Series of Similar Experiments : W. G. CocHRaNn. 
Significance Tests which may be Applied to Samples from any 
Populations: E. J. G. Prrman. 


Economica. 


May, 1937. Changes in the Price Level under the Influence of Mal- 
adjustment of Supply and Demand : W. Zawavski. Some Technical 
Aspects of the Finance of Rearmament: N. F. Haru. Industrial 
Fluctuations : R. ARAKIE. An Analysis of Unemployment, III : 
Sir W. Beverwwce. The New Conditions of Entry into the Road 
Haulage Business: G. J. Ponsonpy. Tazation of Savings; A 
Reply: A.C. Piaou. Taxation of Savings ; A Rejoinder: D. H. 
Macerecor. Farmers and Income Tax: R. 8. Epwarps. 


The Review of Economic Studies. 


JunE, 1937. Fluctuations in House-Building and the Trade Cycle : 
M. Spatial Price Discrimination: FE. M. Hoover, Jr. 
Marx and the Trade Cycle: H. SmitH. A General Method for the 
Comparison of the Price of Living: H. Starnur. A Middle- 
Class Budget Enquiry: P. K. O’Brien. Note on Dr. Lange’s 
Interest Theory: F. H. Kyiaut. Professor Knight’s Note on 
Interest Theory: O. Lancer. On the Determinateness of the Utility 
Function: F. ZevtHen. A Note on Banking Policy and the 
Exchanges: R. B. Bryce. 


Science and Society. 


J UNE-SEPTEMBER, 1937. Our Changing Attitudes to Sex and Fecundity. 
The Scientific Basis of Birth Control: C. V. Dryspaue. The 
Social Position of Women in the National Socialist State: A. 
MevsEL. Sexual Topography of the World: J. Rumney. 


The Banker. 


JuNE, 1937. The Gold Dilemma. Germany’s Opportunity? Gold 
and “ Hot Money”: P. Etnzia. Motor-Car Indemnities. 
Pension Warrants: M. Mrarau. The Economics of Traders’ 
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Payments. “100 Per Cent. Money”: A. V. BarBer. Italian 
Banking Changes: The Banking System in the USS.R.: L. 
SrcaL. Some more National Provincial Banks: C. H. Remy. 

JuLy, 1937. France: Economic and Financial Condition. (Authors 
include: L. Bium, P. Scowos, C. Sprnassz, R. Avsorn, R. J. 
J. Naupin, A. SARRAUT.) 


Lloyds Bank Monthly Review. 


May, 1937. How to Mitigate the Next Slump: L. Ropsrns. 

Jung, 1937. The Trade Cycle and the Budget Outlook: H. D. 
HENDERSON. 

JuLy, 1937. The Economic Outlook of Germany: A. PARKER. 


Midland Bank Monthly Review. 

ApriL—May, 1937. The Budget and the Outlook for Government Finance. 
Economic and Financial Trends in India. Business Conditions 
in Scotland. 

May-—JuneE, 1937. Cash Reserve Ratios as a Factor in Monetary 
Policy. Coal Mining Royalties. 


Westminster Bank Review.. 


May, 1937. Restriction Schemes in Recovery. 
JuNE, 1937. Trends in Taxation. 
Juty, 1937. Is a Slump Inevitable ? 


Planning. 


No. 99. Agriculture’s Part—III. 

No. 100. One Hundred Issues. 

No. 101. Social Services Surveyed. 

No. 102. Medical Services and Health Insurance. 
No. 103. Partners in Industry. 

No. 104. Industrial Assurance Criticised. 


New Fabian Research Bureau Quarterly. 

No. 14. Armsand the Slump: A. Vattance. Waste in Life Insurance. 
Holidays with Pay: G. Rowson. The Coal Export Trade: B. 
THOMAS. 

Local Government Administration. 

JunE, 1937. Milk Control: T. Orr. The English Public Health 

Act, 1936: J. J. CuarKeE. 


International Labour Review. 

May, 1937. Some Problems of International Employment Statistics : 
J. Linpsere. The Italian Corporations at Work: O. Por. 
JuNE, 1937. The New Turkish Labour Code: O. Wuicert. Public 

Works in the United States of America: H. Icxus. 


Birmingham Information Service on Slavonic Countries. 
Monograph No. 1-2. Poland: Human and Economic Characteristics 
in their Geographical Setting. 
Monograph No. 3. Poland’s New Codes of Law. 
Monograph No. 4. The National Income of Poland. 
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The Canadian Journal of Economics and Political Science. 


May, 1937. Classificatory Note on the Theory of Public Finance : 
S. Bates. Federal Public Finance. I. Canada: W. J. WAtNES. 
II, Australia: J. A. Maxwetu. III. South Africa: J. 8. M. 
ALLELY. Wheat in Canadian History: F.W. Burton. Observa- 
tions on Canadian Wheat Policy since the World War: H. S. 
PATTON, 
The South African Journal of Economics. 


Marcu, 1937. The Balance of Trade between South Africa and 
Australia: A. G. B. Fisoer. Gold Mining Investment: W. J. 
Bussonav. Rail and Road Competition in Great Britain. The 
Problem of Charges: E. D. Weiss. Notes on the Union’s Imports, 
Exports and Overseas Balances: A. J. LimeBrer. Doctrinal 
Aspects of State Interference: F. J. vAN Brion. 


The Economic Record. 


JUNE, 1937. Edwin Cannan, the Tribute of a Friend: C. R. Fay. 
Some Effects of the Australian Tariff: W. B. Reppaway. The 
Victorian Boot and Shoe Industry: R. CamERon. Comparative 
Costs in International Trade: E.R. WALKER. Size and Efficiency 
in New Zealand Industry: G. C. Brine. Price Fixation and 
Control in Non-Export Trades in New Zealand: H. L. Wise. 
Shorter Working Hours and Industrial Transfers : A. G. B. Fisoer. 


The Quarterly Journal of Economics. 


May, 1937. The Growth of Farm Tenancy in the United States : 
J.D. Buack and R. H. Auten. Lacess Capacity and Monopolistic 
Competition: J. M. Cassmts. The Old-Age Reserve Account— 
A Problem in Government Finance. Some Aspects of the Pure 
Theory of Capital: P. A.Samurtson. Problems of Federal Finance 
and Federal Grants in Australia : D. B. CopLanp. 


The Journal of Political Economy. 


JuNE, 1937. The General Dynamics of Money: J. W. ANGELL. 
The Productivity of Labor in Great Britain: W. BowneEN. 
Heckscher on Mercantilism: H. Heaton. Orderly Marketing in 
Agriculture: S. HeRMan. 


The Review of Economic Statistics. 


May, 1937. Failure and Fulfilment of Expectations in Business 

Fluctuations: A. G. Harr. Security Issues and Real Investment 

in 1929: G. A. Eppy. The Notion of Economic System ”’ Under- 

lying Business-Cycle Analysis: K. PRrpRAM. Review of the First 
Quarter of 1937: R. A. Gorpon, D. WescorrT. 


Journal of the American Statistical Association. 


JuNE, 1937. Industrial Productivity and Prices: F.C. Mrtus. High- 
lights of the 1935 Census of Business: F. A.GosnELL. Variations 
in Price Relative Distributions, 1927 to 1936: L. AscHER. A 
Graphic Method of Measuring Seasonal Variation: W. A. SPuRR. 
Methods and Problems of Sampling Presented by the Urban Study 
of Consumer Purchases: E. H. ScHoENBERG and M. ParTEn. 
The Measurement of Purchasing Power: E. KE. Lewis. 
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The American Economic Review. 


JUNE, 1937. Merchant Marine Act of 1936: R. L. Dewny. Merit 
Rating in Unemployment Compensation Laws: C. Witcox. 
A Break in Keynes’ Theory of Interest: C. LaAnpAuER. Risk 
Assumption in Trading on Exchanges: H. S. Inwtn. American 
Devaluation ; Prices and Export Trade: N. L. StLverstErn. 
International Acceptance Market: A. 8S. J. Baster. Incident in 
the Life of Adam Smith: H. B. VanpERBLuE. Unemployed : 
Income and Expenditure: E. W. Ginpoy. 


The Annals of the American Academy of Political and Social Science. 


May, 1937. Consumers’ Co-operation. An Examination of its Prin- 
ciples, Social Relationships, Achievements, and Present Status. 
Principles and Fundamentals: J. C. Drury. J. P. WARBASSE. 
A. E. Auprecut. M. G. Miner. H. M. Katien. W. Doos. 
Social Relationships of Co-operation: R.N. Brnsamin. J. MYERS. 
M. A. DawsErR. E. R. Bowrn. G. W. Jacozpson. I. Linn. 
Co-operation in the United States: F. EF. Parker, I. H. Huu. 
H. A. Cowpen. C. Kerr. M. D. Lincoztn. B. B. Fow er. 
A. E. Kazan. R. F. Beraenaren. C. R. Hurcurnson. Co- 
operation Abroad: Great Britain: G. Darina... Scandinavia : 
R. V. PEEL. Criticisms of Co-operation: C. D. JOHNSTON. 
E. St. E. Lewis. Supplement: German Economic Thought To-day. 
Economic Thinking in the New Germany: O. Dietricn. The 
Economic Doctrine of National Socialism: E. LEDERER. 

Juny, 1937. The United States and World War. A consideration of 
the likelihood of world war in the near future and the attitude of the 
United States towards such an event. Is War Imminent? E. 
Benss, F. V. Freip, P. Braptey, W. Minus. Propaganda and 
War: H. L. Camps, C. W. AckErRMAN, C. BrnpER. The United 
States and World War: C. G. Fenwick, 8. K. Hornpecr, G. 
PatsH. Economic Aspects: M. D. Mirrany, J. D. 
Moongy. Can or should the United States be Neutral? G. 
Soutgz, P. C. Jessup, W. R. Castie. How can the United States 
Aid in Maintaining Peace? F. Mortey, P. Motynnavx, E. D. 
Tuomas, M. T. Price. Supplement : The Economics of Isolation. 
(Reprinted from the Manchester Guardian Commercial.) 


Econometrica. 


Juty, 1937. Annual Survey of Economic Theory ; The Recent Con- 
troversy on the Theory of Capital: N. Katpor. Annual Survey 
of Statistical Technique ; Methods of Computing and Eliminating 
Changing Seasonal Fluctuations: H. MENDERSHAUSEN. Some 
Investigations in the Sampling and Distribution of Retail Prices : 
J. H. Cover. Some a Posteriori Probabilities in Stock Market 
Action: A. CowLEs and H. E. Jones. The Demand for Bicycles 
in the Netherlands: J. B. D. DeRKsEN and A. Rompouts. Com- 
ments on Milliken’s Review of Pareto’s Sociology : V.'TRAVAGLINI. 


Social Research. 
May, 1937. Farm Tenancy in the United States: K. Branpt. The 
New Russian Constitution: A. Brecut. Economics To-day : 
G. Cotm. A Note of Dissent on “ Economics To-day”: M. 
Ascout. The Volume of Money and the Business Cycle: W. 
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LEDERER. On ‘“‘ Proportional Representation and the Breakdown 
of German Democracy”: J. H. Humpnreys. Rejoinder: F. A. 


HERMENS. 


Harvard School of Business Administration, 
Bureau of Business Research. 


Business Researcu Stupres, No. 17. Marcu, 1937. The Com- 
pensation of Executive Officers of Retail Companies, 1928-1935 : 
J. C. BAKER. 

Buttetin No. 104. Operating Results of Department and Specialty 
Stores in 1936: C. N. Scumauz. 


Wheat Studies (Stanford, California). 


ApriL, 1937. Soviet Agricultural Reorganization and the Bread-Grain 
Situation. A study of the course of Soviet agricultural develop- 
ment since 1930 and 1931. Socialistic reorganisation of agriculture 
has resulted much less in an increase in the quality and quantity of 
grain production than in the greatly increased power of the 
government over crop disposition. Collective farms have been 
more successful than State farms in stabilising their position and 
improving their practice. Owing to the failure of State grain 
farms in increasing wheat production in semi-arid regions, an 
attempt has been made to increase the acreage and yield per acre 
in more humid regions, but the scope for expansion is narrow 
and has been largely at the expense of rye. Yields per acre, 
though better in 1933-35 than in 1931-32, do not exceed those 
previous to collectivisation. Since 1930-31, owing to the reduced 
need for foreign exchange and the policy of supplying first the 
rapidly increasing domestic needs, the Government has exported 
only a moderate proportion of the total bread grain collected, 
and has accumulated sufficient for the abolition of bread rationing 
in 1935. 1936 crops were poor, and large wheat exports in the 
next few years are not expected. 

May, 1937. World Wheat Survey and Outlook, May, 1937. From 
January to mid-May wheat prices fluctuated widely in response 
to apparent variations in the international supply position and 
changes in prices of other commodities. Wheat exports were 
heaviest for several years, most notably from Argentina, and 
reflected large forward purchases by European importers prior 
to January, and active buying thereafter, notably by Italy, 
Germany and Spain. The revised forecast of world net exports 
in 1936-37 is 600 million bushels, against 522 million last year. 
Year-end “ world ” wheat stocks will fall to a record post-war low 
level of about 485 million bushels, as compared with 600 million 
in 1923-27, and 738 million in 1936. A larger harvest than in the 
past year is expected for 1937-38, but owing to smaller stocks, 
total supplies might possibly (though not probably) be reduced. 
Summer prices will be specially sensitive to crop developments ; 
severe crop damage might easily induce an extreme price advance. 


Journal des Economistes. 


MarcH-Aprit, 1937. Le Probléme des matiéres premieres: E. PaYEn. 
L’Année 1936 dans l'économie polonaise: C. DE KowNackI. 
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La Situation budgétaire de la Grande-Bretagne ; La Valeur économ- 
ique deV Ethiopie : E.Lemonon. L’U.R.S.S. et la T chécoslovaquie : 
S. BoroparEwsky. A la Conférence internationale du sucre; La 
Semaine de quarante heures: E. Routanp. Revue de l’ Académie 
des Sciences morales et politiques: O. Picnor. 


Revue @’ Economie Politique. 

NOVEMBER-DECEMBER, 1936. LEndettement et productivité: P. 
DikTERLEN. Les Codes Roosevelt et les résultats de la N.R.A.: 
L. R. Franox. Un pays & monnaie chére: le Venezuela: P. 
Deryis. La vie économique en Extréme-Orient: F. Mavrerre. 

JANUARY-FEBRUARY, 1937. stabilisation monétaire;  est-elle 
souhaitable ? est-elle possible? L. Une économie 
politique sans doctrines (étude comparée du capitalisme et du bol- 
chevisme): J. Luscurn. Morale et économie: F. Vito. Les 
phénoménes économiques adiallactiques: G.-H. Bousquet. Dis- 
tribution des revenus et équilibre économique: R. Marsoxin. 
Rio de Janeiro, une grande victoire urbaine: P. DerroNnTAINES. 
La vie économique en Grande-Bretagne : H. Pouyanne. 


Revue d’ Economie Politique. 


Marcu-Aprit, 1937. La crise économique a la lumiére de l’expérience 
polonaise: W. Zawapzxi. La pression fiscale: U. Ricci. 
Trésorerie, déficit, fonds d’égalisation: R. Wourr. Le probléme 
des prix dans la métallurgie de Valuminium: L. FERRAND. 
L’activité des institutions économiques internationales : R.. CouRTIN 
and P. Drererten. La vie économique aux Etats-Unis: P. 
MEYNIAL. 

CINQUANTENAIRE. 1887-1937. L’ Enseignement économique en France 
et & V Etranger. 


Weekly Report of the German Institute for Business Research. 


NumBer 17/18. Retail Prices and Cost of Living in Spring 1937. 
Germany’s Labour Reserves. 

NumBer 19/20. Employment and Unemployment in Spring 1937. 
The World Market for Cellulose. Germany’s Economic Situation 
in Spring 1937. 

NuMBER 21/22. Fluctuation of Stocks on Hand. Liquidity of Money 
Market. Price Movements and Price Policy. 

NuMBER 23/24. Industrial Activity in Germany. The Reform of Social 
Insurance. 

NuMBER 25/26. World Industrial Production. The World Trade 
Situation. Germany’s Industry in the Last 25 Years. 

NuMBER 27/28. Tendencies in World Power Development. The 
Situation of the German Chemical Industry. Regulation of German 

_ Grain-Raising and German Grain Market. 


Weltwirtschaftliches Archiv. 


May, 1937. LHinige Probleme der Finanzwirtschaft: J. PEDERSEN. 
The purpose of this article is to destroy false analogies between the 
State Budget and the balance sheet of private firms. Whether, 
when and how State debts should be incurred or repaid is therefore 
to be decided regardless of any fiscal or financial rules. Automatic 
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sinking fund provisions come in for particularly strong criticism. 
Zur Zinstheorie von John Maynard Keynes: W. LAUTENBACH. 
The author qualifies what is on the whole a defence of the Keynesian 
system by regretting that this system is conceived of as funda- 
mentally different from the classical system. The “ General 
Theory ” is described as lying on a straight line starting from 
“ Geldzins und Giiterpreise.” The understanding of Mr. Keynes’ 
interest theory is facilitated when it is realised that his concepts 
of aggregate supply price, effective demand and marginal efficiency 
are “ virtual” and not “ actual” quantities. To these the author 
adds the concept of “ virtual saving.” The main thesis that the 
rate of interest is not determined by demand for capital is supported 
against the attacks launched on it by Mr. Robertson and Prof. 
Viner. Die Bedeutung starrer Preise fiir die Geldtheorie: E. C. 
Smumons. The existence of rigid prices over a wide and widening 
sector of the economy tends to concentrate on flexible prices the 
deflationary pressure that would result from-a policy aiming at 
keeping the amount of money constant. Rigid prices suggest 
modifications in the traditional approach to trade cycle problems. 
Automatische Deflation, neutrales Geld und Kapitalbildung: H. 
BrakEvuticaM. Das Problem der organischen Wirtschaftserweiterung : 
G. Kroxu. In a critical review of Kroll’s book on “ automatic 
deflation ” (in a progressive economy with a constant amount of 
money) the author argues that this is not a monetary phenomenon 
at all, but a problem of equilibrium between capital formation and 
general economic “rationalisation”? which would arise even in 
a barter economy. The author of the criticised book maintains, in 
his reply, that in a barter economy new goods can be introduced 
without harm to the old entrepreneurs. “ Uber produktive und 
nicht-inflatorische Kreditgewihrung: A. Forstmann. The main 
proposition of this article is that a true inflation is always caused by 
political measures as distinct from intrinsic economic processes. 
In the course of the argument, Mr. Keynes’ theories are critically 
discussed. Die vierte internationale Konferenz fiir Agrarwissen- 
schaft: O. PYLEIDERER. The full proceedings of this Conference, 
held at St. Andrews in 1936, have recently been published in 
English. This is a much shorter summary for German agricultural 
economists. Die Weizenregulierungen in Jugoslawien: W. 
Pertot. The fifth instalment of a series surveying various 
national wheat market regulations. The previous instalments 
dealt with Holland, Italy, Czecho-Slovakia, and Denmark. 


Jahrbiicher fiir Nationalékonomie und Statistik. 


May, 1937. Nahrungsfreiheit durch Hebung der bauerlichen Produktion : 
G. RorpErn. The author develops a scheme for technical im- 
provements in German agriculture, encouraged by a system of 
State subsidies, which are to make Germany completely indepen- 
dent of imported foodstuffs, even with a rising population. 
Vom Hauptproblem der Kapitaltheorie: W. Eucken. The funda- 
mental problem of capital theory, formulated as the allocation of 
present productive resources for both present and future satisfac- 
tion, is dealt with in three stages : (1) Some questions of fact are 
answered. (How do changes in the time structure of production 
take place? Is the period of production measurable? What are 
the effects of changes in the period of production on productivity 
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of labour and land?) (2) Some models are considered with the 
help of which the problem has been analysed. (3) The recent 
development of capital theory is discussed and the arguments 
used by the various schools of thought are classified. Der Roh- 
stoff Holz in der deutschen Wirtschaft: J.SpEER. Die Entwicklung 
des internationalen Geld- und Kapitalmarktes und der Mérkte einzel- 
ner Lander wahrend des Jahres 1936. This first instalment of the 
annual Jahrbiicher survey of international monetary conditions 
deals with the Western European countries. 

JuNE, 1937. Donaueuropa und die mitteleuropdische Zukunft: B. 
IscHBOLDIN. Various proposals for an appropriate economic 
organisation of the Danubian basin and for the formation of 
economic blocks in that part of the world are examined, e.g. 
those put forward by Tardieu, Franges, Manoilesko, Sommer, and 
Hodza. All these schemes (not excluding the Rome Protocols 
and the Little Entente) are rejected as not far-reaching enough 
and as not doing justice to Germany as the “ chief factor of 
integration.” The author’s own proposals acknowledge German 
and Italian predominance and provide for a complicated system 
of interrelated regional pacts of varying degrees of intensity. 
The important features are: (1) A German-Austrian tariff union 
under German direction linked up with a Slav tariff union under 
Polish direction, (2) Italy linked up with a Rumano-Hungarian 
tariff union, (3) ‘‘ Greater Germany ” in a somewhat looser form 
linked up with the Rumano-Hungarian group, and Italy with the 
Slav group. Dvie deutsche Realsteuerreform vom 1. Dezember 1936 : 
F. TrerHauLe. A detailed survey of administrative and fiscal 
history of local rates in Germany since the war, and of the present 
trends in policy and administration regarding them. Die Entwick- 
lung des internationalen Geld- und Kapitalmarktes und der Mérkte 
einzelner Lander wahrend des Jahres 1936. The annual international 
survey continued from the previous issue. The second part deals 
with conditions in the other European countries, apart from those 
dealt with in the first part and enumerated above—the U.S.S.R.., 
British Dominions (with the exception of New Zealand), and 
India. The survey consists of a short commentary on the basic 
monetary indices. 

JuLy, 1937. Der Ausbau der Wahrungsgesetzgebung unter dem Reichs- 
bankprasidenten Dr. Schacht: J. Rernnarpt. A summary of 
German monetary policy since 1871, with particular reference 
to Dr. Schacht’s réle in the stabilisation of the mark in 1923-24, 
the banking crisis of 1931 and the development of a “ water- 
tight ’’ system of foreign exchange restrictions. Gleichgewichts- 
theorie und Beharrungstheorie : O. ConRAD. The author draws a. 
distinction between a theory which explains why the capitalistic 
economy does not develop into a complete chaos, in spite of the 
lack of a central direction, and a theory which describes a state 
on which there can be no improvement by further exchanges 
and where exchange comes, therefore, to a standstill. He deals 
with a recent article by Professor Struve (in the Zeitschrift fiir 
Nationalékonomie), who puts forward what the author of this 
article admits to be weighty arguments against the possibility 
of a theory of the second type, but who fails to see that his argu- 
ments do not apply to the first type. Die deutsche Wohnungs- 
wirtschaft seit 1933: H. Krusonwitz. This article contains 
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information on the various measures designed to alleviate the 
situation of house-owners, stimulate new building, reorganise 
the mortgage market, and subordinate housing policy to general 
town planning principles. In spite of a revival of new building, 
the housing scarcity for the working classes is shown to be more 
acute than ever. The relevant key statistics for 1929-36 are 
presented.—The review section contains two review articles on parts 
of Mr. Keynes’ “‘ General Theory,’ by PETER (the rate of interest) 
and by KrusE (employment, very critical). This is in addition 
to a general review by Professor Amonn which is shortly to appear 
in the Jahrbiicher. 


Schmollers Jahrbuch. 


ApriL, 1937. LEntstehung der Volkswirtschaft oder Ausgliederung ? 
W. ANDREAE. A discussion of Buecher’s theory of economic 
development, Sombart’s economic systems, and Spiethoff’s 
economic “styles ”’ in the light and the terminology of Spann’s 
“holism.” Das Wirtschaftliche und das Soziale als lebendige 
(wirkliche und wissenschaftliche) Systemprinzipien: H. M6ncn. 
The author pleads for full equality of rights as between sociological 
and economic analysis in political economy. The sociological 
analysis must not be considered by economists as just a supplemen- 
tation or modification of economic arguments. Die bulgarische 
Hauskommunion (Zadruga) : G. P. Tscuemscuirorr. refutation 
of the theory that the Zadruga, the South Slav domestic super- 
family economy, represents a transitional state in the development 
from collective to private property. It is an original economic 
institution particularly adapted to the special circumstances of 
the South Slav peoples, and it is older than is generally assumed. 
Now, with new laws of heritage, development of transport and 
division of labour, the days of the Zadruga are numbered, although 
some attempts at a revival along co-operative lines are noticeable. 
Differences between the Yugo-Slav and the Bulgarian varieties 
are stressed. The foot-notes amount to a bibliography of the 
subject. 

JUNE, 1937. Methodenstreit oder Zusammenarbeit ? B.Laum. A group 
of Freiburg economists is charged—on account of a recent manifesto 
—with the intention of reviving the Methodenstreit. They had 
held the historical school responsible for the declining part of 
economic science in the life of the German nation and for the 
development of a weak opportunist attitude devoid of all prin- 
ciples. The author rejects this criticism by arguing that Marx 
must be classified as a theoretician (not as an historical economist 
as the Freiburg economists had done) and by putting a different 
interpretation on Schmoller’s attitude to questions of economic 
policy. Uber Leistung, Schwdchen und tatsdchliche Bedeutung der 
deutschen (dsterreichischen) Nutzwertlehre: W. VuEuGELs. This 
article takes up the same theme of a synthesis from theoretical 
and historical research. An analysis of the contributions made by 
Béhm-Bawerk and his chief disciples leads to the result that they 
have provided, in addition to an unassailable system of formal 
economic logic, the tools which no historical economist need be 
reluctant to use. The existing reluctance on their part is ascribed 
to misunderstandings about the alleged methodological, philosophi- 
cal and political bias of the Austrian School. Zur Theorie der volks- 
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gebundenen Wirtschaftsgestalt der Gegenwart: HH. SErRAPHIM. 
A review article dealing with economic nationalism in Post-War 
Europe and the methodological significance of this subject for 
economic science. J. M. Keynes iiber Kapitalersparung und 
-anlegung: K. Kramer. A popular abstract of Mr. Keynes’ 
“General Theory.” The author draws attention to the fact 
that his views on the Stock Exchange and speculation have been 
anticipated in an essay by Max Weber. A tendency is discovered 
in Mr. Keynes’ book to base general theorems on what are only 
phenomena of Anglo-Saxon countries and of a period of transition 
in Anglo-Saxon economic life. Hrnteschwankungen und wirt- 
schaftliche Wechsellagen: J. PEDERSEN and G. Branpav. In 
a recent book, Dr. Brandau had arrived at the result that there is a 
correlation between the physical volume of crops and industrial 
production, but that this does not apply to the value of crops. Dr. 
Pedersen criticises both the result and the way in which it was 
obtained. An exchange of short notes on the subject follows. 


Zeitschrift fiir Nationalékonomie. 

May, 1937. Gleichgewichtsvorstellungen in der Konjunkturtheorie: K. 
PRIBRAM. Business cycle theories are classified into five groups, 
according to how economic equilibrium is analysed and where the 
disturbing factors are sought. The origin and theoretical back- 
ground are discussed of a questionnaire drafted by the author in 
collaboration with Prof. Mitchell for the Institute Internationale de 
Statistique, and intended to elicit information which could form a 
link between business cycle theory and statistics. Okonomische oder 
metaphysische Aussenhandelstheorie? O. Merine. The author 
distinguishes, within the group of “ meta-economic”’ arguments in 
foreign trade theory, three types. The meta-economic element may 
be included consciously and avowedly, or consciously but un- 
avowedly, or unconsciously and unavowedly. These various brands 
are illustrated by critical reviews of recent books on foreign trade 
by Egert, Sommer, Ohlin, Forstmann and Oulés. Das Rdtsel der 
Gesellschaft: L. WirsE. <A polemical discussion of Max Adler’s 
new book with the same title. Adler’s and the author’s own 
theories are sharply contrasted. Adler’s views are based on Kant’s 
philosophical idealism, Wiese’s on philosophical realism. According 
to Adler, there is no individual consciousness which does not 
already imply social relationships, whereas according to Wiese the 
reality of individual and social facts is something existing outside 
human consciousness. Zur Theorie der Preisindexziffern: A. 
Wap. The first part of the article is devoted to a criticism of 
Professor Fisher’s formal tests. It is shown that there is no index 
formula which satisfies the three best-known of these tests at the 
same time. The second and constructive part is highly mathe- 
matical, but based on an economic definition of a price index with 
the help of individual indifference surface systems. For the final 
solution it is necessary to assume that the Engel functions (in- 
come elasticity) are known. Zur Verteidigung der Gleichgewichts- 
idee: A. Brtrmovic. An article in defence of mathematical 
equilibrium theory which had been attacked as a ‘‘ mythologem ” 
by Professor Struve (in a previous issue of the Zeitschrift). Der 
Konjunkturzyklus: J. Sverpu. After a short account of the 
principles guiding Mr. Harrod in his new book The Trade Cycle, 
No. 187.—vou. XLVI. RR 
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the author concentrates on a discussion of the multiplier. In his 
view, Mr. Harrod’s application of the concept reveals a weak 
spot in Mr. Keynes’ treatment, for what is to become of the 
multiplier if, in the course of such a cumulative upward move- 
ment, the point of full employment is reached ? 

JunE, 1937. Zwei offene Fragen der allgemeinen Preistheorie: A. 
Amonn. ‘These two unsolved problems in the general theory 
of prices are the relation between prices and marginal utility 
and the analysis of the prices of goods of the highest order (factors 
of production). The author holds that the principle of imputation 
in the solution of the second problem is a rationalistic construction 
in the sense that it explains prices of factors of production as they 
would be if they were determined by a pure and all-embracing 
intellect. In fact, however (and this applies even to a planned 
economy), we shall always rely on the demand for the factors of 
production, which enables us to do without any attempt at 
imputation. Zins und Unternehmergewinn im Cleichungssystem 
der stationdren Wirtschaft: A. Butmovic. This article is an 
enlarged version of a paper read by the author to the Econometric 
Society at Stresa in 1934. His system of equations, by which the 
necessity of interest and profit in a stationary economy is demon- 
strated, contains elements of the Walras—Pareto system, of I. 
Fisher’s equations, and Englander’s and Lange’s recent contribu- 
tions. The additions to our knowledge which the author attempts in 
his contribution are : the determination of absolute, and not merely 
relative prices; the demonstration of how the various quantities 
in his equations are influenced by psychological factors; and the 
abandonment of the assumption of continuous production functions 
and perfectly divisible factors of production. Landwirtschaftliche 
Produktionsindices als Mittel der Konjunkturbeobachtung : GRAF 
FINCKENSTEIN. Hin neuer Adam-Smith-Fund und der Aufbau 
des nationalékonomischen Lehrgebindes: 1. Jastrow. This pos- 
thumus article by the great Berlin economist deals with the draft 
recently found by Professor Scott and discussed in this JouRNAL 
(i.e. the Economic JourRNAL). The draft is hailed as the missing link 
between the “‘ Lectures ”’ and the “ Wealth,” and is held to explode 
the theory that Adam Smith’s liberalism is of physiocratic origin. 
The draft makes it glear beyond doubt that it was his occupation 
with the doctrines of natural law which led Adam Smith on a straight 
route to the Wealth of Nations. Hine geisteswissenschaftliche 
Methodenlehre der Sozialwissenschaften: H. ZASSENHAUS. A critical 
review of Kaufmann’s Methodenlehre der Sozialwissenschaften. 


Vierteljahrschrift fiir Sozial- und Wirtschaftsgeschichte. 


Vou. 29,4. Zur Geschichte des Giralverkehrs im Altertum: E. VoGEt. 
An analysis of banking conditions and credit creation in Babylon, 
Athens, Egypt during the Hellenistic period and Rome under 
Imperial rule. It is the author’s intention to demonstrate the 
inadmissibility of interpreting these early developments as direct 
forerunners of modern institutions. This interpretation is due 
to a neglect of the specific environments, habits and economic 
purposes in those periods. There may be formal analogies, but 
nothing else. Joseph Chamberlain als Sozialpolitiker: 1. Kunz- 
Lack. The centenary of Joseph Chamberlain’s birthday has been 
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in Germany the occasion for many articles on his réle as an 
Imperialist or a promoter of an Anglo-German understanding. 
The present article is intended to fill a gap by describing his 
influence on social policy. Particular attention is paid to his 
broad views on social questions (such as trade unions, social 
insurance, education, housing, land question, local government), 
whereas reference to particular English problems or to the political 
means by which he tried to realise his social views is deliberately 
omitted. In his general social attitude he is described as being, 
ahead of his contemporaries, a ‘‘ national Socialist.’ 

Vou. 30, 1. Francesco Petrarca und seine Sozialideen: H. NIEDER- 
MEIER. The author’s chief interest lies in observing how Petrarca’s 
ascetic ideals, which would have agreed so well with prevalent 
views in the days of stoic or medizval Christian periods, had 
become obsolete in his own time and how this tension led him to 
compromises and abrogation of his ideals in actual life. Die 
Glickstédter Guineafahrt im 17. Jahrhundert: H. Stmvexina. 
This essay of over 50 pages gives the history of an attempt at an 

~ early German colonial policy—the only attempt apart from the 
Great Elector’s—by gaining a foothold in what was later to 
become the Danish West Indies, and of its failure owing to lack 
of any political power to back private economic initiative. 


Vierteljahrshefte zur Konjunkturforschung. 


Aprit, 1937. Bankenliquiditét und Kurzkredite: WaAGEMANN. 
In this article—part of which has also been published in English in 
the Financial Times—the President of the Institut refutes the 
view that a public works policy should not be financed by short- 
term loans. It is explained that the increased means of payment 
results, in the German case, in an all-round increase in the liquidity 
on the part of the banks, industry and commerce so that the effect 
on prices has been neutralised. Uber den Wirkungsgrad der 
Handelspolitik : Von O. EMmincer. The increase in the British 
share of Empire markets is, in the author’s view, due to the 
devaluation of 1931, compared with which the Ottawa Agreements 
are a negligible factor. The same result is reached in an examina- 
tion of the relative significance of these two events for Britain’s 
competitors. It is forecast that the discussion of the Ottawa 
Agreements during the coming Imperial Conference will be 
dominated by Imperial defence needs rather than the economic 
results of the old agreements. Der Wirtschaftstheoretiker als 
Wirtschaftsdiktator : P. DEHEN. Portugal’s prosperity is attributed 
entirely to her economic dictator, Prof. Salazar, who is praised 
for having left the liberal paths and established a planned system 
ideally adapted to the economic conditions of the country. His 
fifteen-years plan aims at a total reconstruction of Portugal’s 
economic and social life. Zur Frage der Preisstreuung : C. Boru. 
An investigation into variations in the price of the same commodity 
in different shops. Statistical material was collected for twenty- 
two commodities (nearly all of them foodstuff) in 100 Berlin shops 
on a day in the second half of November, for three years (1932, 
1934, 1936). The result is that, as a consequence of both economic 
recovery and a “firm” economic policy, price dispersion has 
considerably diminished. 
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Giornale degli Economisti. 

Aprit, 1937. Aspetti territoriali del movimento demografico italiano 
negli anni dal 1930 al 1936: U. Grust1. Demographic changes in 
different parts of Italy between 1930 and 1936. Problemi attuali 
dell’industria elettrica italiana: M. Mortara. Armatori e 
spedizioniert nella raccolta e nell’istradamento dei traffici inter- 
oceanici : C. Cozzi. An account of the role of shippers and other 
similar agencies in directing the flow of goods for maritime 
transport. The establishment of a free port at Genoa is advocated 
in the hope of recovering trade now being lost to ports in Northern 
Europe. 

May, 1937. Distribuzione delle colture e appoderamento fondiario in 
Italia: L. Franctosa. Some figures are taken from the agri- 
cultural census of 1929 showing the distribution of different types | 
of cultivation, the size of farms, etc., in various parts of Italy as 
compared with 1910. Jl commercio italiano con Vestero durante 
le “‘ sanzioni”’” : A. Campotonco. The direct effect of Sanctions 
was to reduce by three-quarters the exports of Italy to the countries 
operating the Sanctions, while imports from these countries were 
halved. On the other hand, there was a large increase in trade with 
the countries which did not take part in Sanctions. Sui risultati 
della nuova politica agraria germanica: F. pi Fernizio. The 
view is taken that the agrarian policy pursued by Germany since 
1933 is encountering increasing difficulties and is likely to lead 
eventually to the State ownership of the means of production in 
agriculture. The German system of partial planning is contrasted 
unfavourably with the integral system of control under the 
corporation regime in Italy. Nwove applicazioni del metodo di 
traslazione allo studio dei fatti sociali: B. Rossi. Notes on the 
application of frequency curves to the study of social phenomena. 
A proposito di espressioni generali per le medie: C. E. BONFERRONI. 
A mathematical note on a general formula for expressing means. 

JuNE, 1937. Aspetti probabili della capitalizzazione coloniale: G. 
Demaris. It is estimated that, for every agricultural worker 
settled in Abyssinia, a capital sum of from 50,000 to 100,000 lire 
will be necessary. L’attuale organizzazione monetaria della 
Germania : G. Manornt. A brief survey of the origin and signifi- 
cance of the different types of blocked marks in Germany. Su 
alcuni orientamenti critici delle teorie economiche odierne: A. 
GamMBINO. The writer concludes from a study of the work of 
some recent writers, notably, Arias, Durbin and Rosenstein- 
Rodan, that there is a reaction in process against the more 
abstract types of economic theory, in particular, of the theory of 
general equilibrium. 


Rivista Italiana di Scienze Economiche. 


Marcu, 1937. Jl monopolio bilaterale in termini di ofelimita e gli 
accordi ‘intersindacali dell’economia corporativa: A. Borpin. 
The third of a series of articles on problems of bilateral monopoly 
by the same author. L’annata industriale—Orientamenti dell’in- 
dustria nazionale nel II semestre dell’anno 1936, in relazione alla 
disciplina sugli impianti industriali: L. Marzano. A survey of 
Italian industries, showing for the second half of 1936, the number 
of applications for permission to instal new plant or for extensions 
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to existing plant, and stating the numbers approved and the 
numbers rejected. Jl controllo del mercato dei titoli: A. 
VENTUROLI. A brief note on the use of open-market policy by 
the banking systems of different countries. 

Rivista di Storia Economica. 

JUNE, 1937. La cultura del mercante medievale italiano. A. SAPORI. 
A survey of the general culture, education, knowledge of arithmetic, 
etc., of the Italian merchant in the Middle Ages. Roosevelt e 
Solone: E. Ciccottt. A parallel is suggested between the 
problems confronting, and the reforms carried out by, Solon and 
Roosevelt. J bilancio dello stato italiano dalla unificazione ad 
oggi (1862—1934/35). F. A. Répact. Comparative tables, showing 
(with some discussion) the revenue and expenditure of the Italian 
Government from 1862 to 1934. La teoria dell’astinenza in Senior : 
M. LaMBeErTI. It is contended, with the aid of lengthy extracts 
from his writings, that Nassau Senior’s theory of interest was 
important and constructive, and that the prejudice aroused by his 
unfortunate choice of the word “abstinence” has led to an 
unjustified neglect of the significance of his contribution in this 


field. 
De Economist. 


JANUARY, 1937. Het dynamisch normaal en de beheersching der 
kapitaalmarkt : W. L. Vaux. A lengthy and elaborate discussion 
of what is meant by a normal price-formation in dynamic circum- 
stances, and of the process by which capital is transferred from 
industries with a lower to industries with a higher rate of profit. 
Points to be considered are: (i) period of depreciation of capital 
goods; (ii) period of construction of capital goods; (iii) the fact 
that the incomes on which new and old industries depend are the 
same; future needs are in competition with present. “‘ Dynamic 
normal prices” are defined as “ prices which under dynamic 
conditions guarantee equality of demand and supply.” The 
dynamic normal is always a “‘ faulty ” price; it is in harmony with 
the moment, but is always unstable. Reasons are given. Two 
questions arise : (i) Is there a fixed price under dynamic conditions, 
or are there limits within which the price may move freely? (ii) 
What is the relation between the course of prices and the price 
system before and after the transition? It is argued, on (i), 
that the price is determinate in theory, whatever it may be in 
practice, and that there are no “ price limits”’; and on (ii) that 
the price-formation will show a tendency to develop in the direction 
of the price-system belonging to the new final position of equili- 
brium. Plannen: H. Koon. A fundamental problem in 
economics lies in the difficulty of turning the gains of the producer 
via money into new capital. In the process he gives out wages, 
etc.; with these some of the goods can be bought back; what 
remains over represents profit; for this he has given no purchasing 
power to the community. Hence arises the search for foreign 
markets, foreign investments, and finally annihilation of capital 
through expenditure by the government for unproductive ends. 
There are two other ways of providing purchasing power: (i) 
unproductive expenditure for military ends; (ii) public works 
to diminish unemployment. Here arises the significance of 
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“ Plans.” The consequence of increased purchasing power is 
increased competition between industries producing articles for 
the new purchasing power. This leads to rationalisation, possible 
rise of prices and tendency of wages to rise. In connection with 
methods of providing additional purchasing power, it is usually 
considered that the burden will be borne by increased prosperity 
in future. But this leads back to the necessity in future of securing 

» new markets at home or abroad, or of capital export; failing which, 
resort will be had to capital annihilation, bankruptcy or de- 
valuation. Plans postulate a good conjuncture in the near future ; 
if this fails to materialise, capital annihilation in one way or 
another must take place. Reference is made in illustration to 
Germany and Italy. 

Fesrvuary, 1937. Conjunctuurpolitiek en internationale verhoudingen : 
J. TINBERGEN. A discussion specially devoted to the influence 
of a given cyclical movement of foreign prices and demand on profits 
and employment in Holland, under different regimes of economic 
policy. Possibilities considered are: (i) existing conditions; 
(ii) under a regime of “ compensating public investment ”; (iii) 
under a regime of compensating exchange rates; and (iv) under 
a combination of these last two. Het dynamisch normaal en de 
beheersching der kapitaalmarkt, II: W. L. Vaux. <A continuation 
of the previous article, dealing with the aspect concerned with 
the period of construction. The article adds conclusions dealing 
with the control of the trade cycle and the future organisation of 
enterprise. Een eigenaardig pamflet uit het midden der vorige 
eeuw: J. DE VriEs. Recalls a forgotten pamphlet by F. van 
Sorge, written in 1842, under the title The Influence of Machines on 
the Welfare of Nations. The writer, who had not read Sismondi, 
represents the same point of view; and deals with the danger of 
economy, and the circumstances in which the introduction of 
machinery may be disadvantageous. 

Marcu, 1937. De financieele verhouding tusschen het Rijk en de 
Gemeenten: A. VAN Doorninck. A critical and historical dis- 
cussion of the financial relationship between the Central Govern- 
ment and the local authorities. Defects in the Act of 1929 are 
pointed out. Reference is made to the administration of the 
Unemployment Fund, and suggestions made as to the future. 
Foutieve formules in het bevolkingsvraagstuk: J. B. UBBINK. 
A criticism of the formule used by Mr. F. W. ’t Hooft in his 
ever of population in De Economist (Feb. 1936) and else- 
where. 

AprIL, 1937. Onderzoekingen naar de reproductie-intensiteit der 
bevolking in verschillende deelen van de provincie Utrecht: J. 
MEERDINK and C. H. ScnouTEeNn. Discusses the difficulties of 
determining whether a given population is maintaining itself. 
Reference is made to the investigations of Dr. van Zanten, which 
show that on the basis of the existing mortality and birth-rates 
for Amsterdam, 100,000 girls now born will give birth, between 
the ages of 15 and 49, to 82,125 female children. ‘The article is 
devoted to a similar investigation for certain selected towns in 
the province of Utrecht. It is shown that on the basis of the 
birth-rate and mortality rates for 1930, the population not merely 
of the selected towns, but of the province as a whole, is still in 
a position to maintain itself. If, however, allowance is made for 
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the fact that the decline in the birth rate between 1909 and 1930 
is likely to be continued beyond that date, this position cannot 
long be maintained. Reservevorming en kapitaalintering in den 
Staatsdienst: A. VAN Doornink. A comparison of the budget 
deficiency of 1924 and that of 1937, the forms in which they were 
respectively presented and the measures to be taken. The com- 
parison, it is argued, is much to the disadvantage of 1937— 
Caveant consules. 


May, 1937. Kan men het kapitaal van een land meten ? W. L. VALK. 


Deals with the difficulty of evaluating capital in a dynamic society. 
The problem is to determine what is the quantity of capital to 
which profit is related in order to determine whether the capital is 
in sufficient measure ‘ remunerative.”” The conclusion arrived 
at is that the value of social capital cannot be measured. Len 
der oorzaken van het spoorwegtekort. De kosten der overwegen a 
niveau: S. A. Rerrsma. Undue burdens are imposed on the 
railways in Holland. A lengthy examination, historical and legal, 
with regard to the position of level-crossings. De bedrijfstelling : 
E. W. van DAM VAN IsseLt. A review of Dutch industry, based 
on the Census of Industry, as at December 31st, 1930, which is 
now complete and covers the whole field except agriculture. 
Discusses the number of undertakings, establishments, and 
technical units; the industrial population; machines and their 
power, etc. 


Ekonomist Tidskrift. 


Nos. 5-6, 1936 and No. 1, 1937. These numbers contain the third and 


concluding parts of Professor Davidson’s criticism of “ The 
General Theory of Employment, Interest and Money.” (i) The 
Reduction of Unemployment. Mr. Keynes conceives the economic 
problem in terms of the employment situation. The reduction of 
fluctuations is an essential part of his programme. Prof. Davidson 
maintains that this approach implies full State control of the 
productive system. Unemployment is mainly a social question. 
The experience of Sweden in the last depression shows that much 
can be done to mitigate it by a programme of public works. The 
organisation of production, however, raises issues of an altogether 
different character. While therefore Mr. Keynes’ work is of great 
theoretical interest, it is not capable of immediate practical 
application. (ii) Economic Scarcity and related problems. A 
general discussion of the nature of economic scarcity as a historical 
experience, and its relation to prices. Prof. Davidson stresses the 
importance of the relation between the rate of invention and the 
application of inventions, as creating new scarcities at the same 
time as they reduce costs. (iii) Stabilisation of the Value of Money. 
Prof. Davidson refers to the very full discussion between Wicksell 
and G. Akermann on this subject in 1921-22. He concludes that 
the correct policy cannot be decided on theoretical grounds, but 
is a practical matter for each particular country and time, depend- 
ing among other things on the relation between home and foreign 
currencies. 


Index. 


May, 1937. Current Economic Conditions. 
JUNE, 1937. Economic Survey. 
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ENMIOEQPHZIZ KOINQNIKHE KAI AHMOZIAD OIKONOMIKH*. 


JANUARY-—MarcH, 1937. Y a-t-il abondance d’or? X. Zototas. Les 
théories de Vincidence en matiére d@’impédts indirects: A. ANGELO- 
PouLos. Remarques sur les théories monétaires des fluctuations 
économiques: J. Pintos. Etudes sur Economie Internationale. 
Etudes sur ? Economie Hellénique. 


Information Bulletin (Nanking). 


Vou. III, No. 9. Sino-Japanese Economic Co-operation in North 
China. 

Vou. III, No. 10. Background and Features of the Draft Constitution of 
China. 

Vou. ITI, No. 11. Economic Conditions in China in 1936. 

Vou. III, No. 12. Aviation in China. 

Vou. IV, No. 1. Development of Modern Chinese Press. 


NEW BOOKS 


British. 


Arnpt (E. H. D.). An Analysis of the Investment Policies of 
Life Insurance Companies in the Union of South Africa. Publications 
of the University of Pretoria, 1937. Pp. 50. 2s. 


[The author of this short pamphlet is Professor of Banking in the University 
of Pretoria. ] 


BasteR (A.8.J.). The Twilight of American Capitalism. London: 
P.S. King, 1937. Pp. ix + 218. 9s. 
[To be reviewed.] 


BrEvVERIDGE (Sir W.). The Unemployment Insurance Statutory 
Committee. London School of Economics, Political Pamphlet No. 1, 
1937. Pp. 55. Is. 


[An excellent and full account, by the present Chairman, of the working 
from 1934 to the present time of an organ of Government entirely new in type.] 


Bow ey (M.). Nassau Senior and Classical Economics. London : 
Allen and Unwin, 1937. 9’. Pp. 358. 15s. 


[To be reviewed.] 


Corr (S.). The One Sure Foundation for Democracy. London : 
Watts, 1937. 7”. Pp. 55. 2s. 


(Dr. Coit, while believing that there is a certain capacity in all normal men 
and women which would make democracy “an impregnable form of political 
administration,” thinks that this should be encouraged and educated to be made 
really effective. Education should appeal to the natural propensity of youth 
to discuss the moral worth of eee group, or individual, action.] 


Davies (E.). How Much Compensation? London: New Fabian 
Research Bureau, Gollancz, 1937. Pp. 59. 1s. (paper). 


[This is a very useful, well-informed, pamphlet dealing with the problem of 
transfer from private to public enterprise, on the basis of the Labour Party’s 
present intention to give fair and reasonable compensation. The first section 
considers the general case for compensation, the type of Tribunal to determine 
the actual amount payable, direct Government purchase versus the conversion 
of an industry into a public corporation, and the basis of compensation. The 
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second section considers in detail the lessons to be learnt from past transfers 
from private to public ownership, by examining the Metropolitan Water Board, 
the Port of London Authority, the London Passenger Transport Board and the 
British Sugar Corporation. The third section deals with the principles of com- 
pensation and ends with a summary of recommendations.] 


Doveuas (F.C. R.). Social Science Manual. Guide to the Study 
of Henry George’s Progress and Poverty. London: Henry George 
Foundation of Great Britain, 1937. Pp. 82. 1s. (paper). 

[This guide to Henry George’s Progress and Poverty is in the form of questions, 
-— oe equally brief answers, referring the reader to the appropriate place in 
the text. 


Ernzic (P.). World Finance, 1935-1937. London: Kegan Paul, 
1937. 9”. Pp. xvi + 342. 12s. 6d. 
[To be reviewed.] 


Emmison (F. G.). Types of Open-Field Parishes in the Midlands. 
London: The Historical Association, G. Bell, 1937. Pp. 15. 1s. 
(paper). 

[An excellent piece of local history which will be of interest to teachers of 
economic history. It has three good maps illustrating enclosures.] 


Explorations in Economics. Notes and Essays Contributed in 
Honor of F. W. Taussig. London: McGraw-Hill, 1936. 9’. Pp. 
xii + 539. 30s. 

[To be reviewed.] 


Fraser (L. M.). Economic Thought and Language. A Critique 
of some Fundamental Economic Concepts. London: Black, 1937. 
9”, Pp. xx+4l1l. 12s 6d. 


[To be reviewed. ] 


GanpuHI (M. P.). The Indian Cotton Textile Industry. Its 
Past, Present, and Future. Calcutta, 1937. Pp. 200. Rs. 2.4 


(paper). 

[This is a new, revised, edition of a work that appeared first in 1930. It is 
intended that it should become an annual publication, but future issues will not 
contain, as this does, the sections dealing with the early history of the Indian 
cotton industry. The first six chapters cover the period before 1914. The follow- 
ing three chapters deal with cotton cultivation, the handloom industry, and the 
mills respectively. There is in the last of these chapters and in an appendix 
a@ mass of necessary information regarding individual undertakings. ] 


GanpuI(M.P.). The Indian Sugar Industry—Its Present Problems 
and Future Needs. Calcutta, 1937. Pp. 30. As. 8 (paper). 
[This is a memorandum submitted by the author to the Indian Tariff Board. 


GaRDEN (D. J.). Flexible Budgeting and Control. London: 
Macdonald and Evans, 1937. 9’. Pp. xii + 244. 7s. 6d. : 


[This is essentially a practical book for the practical man rather than a text- 
book for the student or an argument for the theorist, though both will be interested, 
for example, in the practical possibilities of estimating the effects of price on 
demand, or the relative profitability of alternative products. The author, who 
is Lecturer in Industrial Administration in the College of Technology at 
Manchester, deals in turn with general problems of budgeting, with the sales 
budget, the production budget, the financial budget, and with special problems 
of budgeting. Finally he compares and contrasts the State budget with the 
business budget. He shows a willingness that is ali too rare in books on industrial 
administration to face the difficult underlying problems, but a theoretical 
economist will probably wonder why, having so nearly approached it, he does 
not, pp. 120-5, introduce the idea of marginal costs.] 
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Grant (A. T. K.). A Study of the Capital Market in Post-War 
Britain. London: Macmillan, 1937. 84’. Pp. xx + 320. 12s. 


[To be reviewed.] 


Hammonp (J. L.) and HAMMOND (BARBARA). The Rise of Modern 
Industry. London: Methuen, 1937. 9’. Pp. xii + 303. 10s. 6d. 


[A fifth edition, containing a new chapter on the world economic crisis.] 


Horne (H. O.). The Assets of the Small Saver. The Aberdeen 
University Press, 1937. Pp. 18. 


[An estimate is made of the total savings of those with incomes less than 
£400 per annum, 7.e. of about 93 per cent. of the total population, by adding 
together the saving in the following categories : (i) cash in hand and at the bank, 
(ii) British Government Securities, (iii) other investments, (iv) realty, etc., (v) 
insurance—excluding unemployment and health insurance, but including 
industrial assurance, (vi) other assets. It is difficult, on the face of it, to credit 
the conclusion according to which the average savings, on capital assets, of every 
small saver (man, woman and baby) works out at £65.] 


The International Chamber of Commerce: British National Com- 
mittee. Trial Census of Distribution in Six Towns. London: 
1937. 10”. Pp. 71. 2s. (paper). 


[This Trial Census was made in order to indicate the type of information 
that might be obtained from an official census of distribution, such as have already 
been undertaken in the United States, Canada and the Irish Free State. The 
six towns chosen, all of approximately equal population, were, Jarrow, Chorley, 
Kidderminster, Stafford, Wycombe and Weymouth. All the shops in each 
town, whether occupied or unoccupied, were visited, and the information collected 
related to : (i) trade-type—depending upon whether one or more trade is followed, 
(ii) number and nature of “ retail ovtlets ” for different commodities, (iii) numbers 
of Multiple and Co-operative Society branches, (iv) rating assessments of shop 
premises. No information could be obtained on the following points which would 
be covered in an official census: (a) turnover, (iv) above can be used as an in- 
adequate substitute for this, (b) employment, operating expenses, stock, (c) 
operations of wholesalers. The information obtained by practical inquiry was 
compared with that in Kelly’s Directory, the Co-operatwe Union Directory and 
the 1931 Census of Population, and was found in each case to be more reliable 
for the purpose. The Appendix includes notes by various firms saying how they 
would use a census of distribution.] 


LyNDEN (Baron R. A.). The Curse of Credit. London: Long- 
mans, Green, 1937. 9”. Pp. xxxv + 254. 10s. 6d. 


[The author’s method of presentation makes the subject matter of this book 
almost unapproachable. Mr. Christopher Hollis informs us, however, in his 
introduction that the basic principle of Baron de Lynden’s monetary criticism is 
that ‘‘a monetary system must tell the truth,” a capacity it does not possess 
owing to bank deposits being greater than bank reserves. This “‘ deceitfulness ”” 
of the monetary system allows money to be created or destroyed at will, and 
herein lies the danger. Therefore, the author pleads for a return to a new type of 
gold standard, in which the currency will consist if not of gold, of notes with 100 
per cent. backing. Baron de Lynden believes that many—apparently non- 
eo of modern society would be found to be cured by such a 
reform. 


McGregor (A. G.). The Economic Reforms Required for 
Lasting Prosperity and Peace. London: Economic Reform Club, 
1937. Pp. 42. 9d. 

[Mr. McGregor, in this address to the Economic Reform Club, objects to the 
crudity of the “ dispute ’? method of adjusting wages and advocates the setting 
up of a Government Wages Board, which should operate mainly with a view 
to stabilising the price level.] 


NUS 
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McNair (W. A.). Radio Advertising in Australia. Sydney : 
Angus and Robertson, 1937. 83”. Pp. xvi+ 461. 35s. 


[This book provides a most original, lively and competent study of a subject 
with which we, in Great Britain, have not yet become actively concerned. It is, 
moreover, of much more than local interest. The first hundred pages are 
concerned with general problems of advertising organisation and technique. 
In Parts II and III we come to the peculiar problems of commercial broadcasting, 
the size of the radio audience, its local distribution, its incomes and taste, the 
popular hours and programmes. The idea of manufacturers and distributors 
with signature tunes, of a paint-firm using “‘ Home, Sweet Home ”’ as its intro- 
ductory theme song, is foreign to tastes acclimatised to the uncommercial manners 
of the B.B.C. But there is no doubt that in many countries such methods of 
advertising have proved highly remunerative. Mr. McNair’s study is throughout 
based upon a careful series of questionnaires and inquiries, and deserves the 
attention of anyone interested in general problems of advertising as well as in 
its own restricted field.] 


MontecomeryY (J. K.). The Mathematical Problem of the Price 
Index. London: P. 8. King, 1937. 74’. Pp. 74. 6s. 


[To be reviewed.] 


Morton (N. W.). Individual Diagnosis. A Manual for the 
Employment Office. Montreal: McGill University (Oxford Uni- 
versity Press), 1937. 10”. Pp. xvii+ 123. 53a 6d. . 


[Though the social-psychological aspects of employment problems have been 
considered to some extent in treatment of the Distressed Areas population, 
unemployment conditions have limited effective action to a very general form of 
guidance in employment, and administrative costs have been invoked as an 
argument against any increase in the scope of labour exchanges. This book 
presents, admirably and briefly, the case for a more individual treatment, even 
though at first it might have to be reserved to special cases. It adduces argu- 
ments, supported by well-attested evidence, such as the economic gain to industry 
from a lowering in labour turnover, the rise in efficiency of production and 
decrease in accidents consequent on the satisfaction of an employee in his work, 
as well as wider social savings in the treatment of juvenile delinquency, adult 
crime and other psychological evils which result from maladjustment to working 
conditions. It provides an excellent, cautious, survey of available aids to 
vocational interviewing, of the relevant tests of personality, aptitude and achieve- 
ment in relation to broad classes of work; and concludes with a short discussion 
of the general implications of an extended service and its financial cost to the 
community. ] 


MUKHERJEE (B. B.). Agricultural Marketing in India. Calcutta : 
Thacker Spink, 1937. 8}. Pp. 259. Rs. 4/8. 


[The author, who is a member of the Department of Economics of Patna 
College, has made a personal investigation of marketing methods in the principal 
Indian centres. The book includes a study of markets for particular crops, 
of methods of saie and of market finance, of costs and facilities for storage, of 
transportation, of future trading and of prices. There is a chapter on co-operative 
marketing, and a concluding examination of the proper function of the state 
with regard to agricultural marketing. ] 


MuxkueErJere (P. K.). Labour Legislation in British India. A 
study in the legal and economic aspects of labour. Calcutta : 
Chakrabaratty, 1937. 9. Pp. 235. Rs. 3. 


[This book, by an advocate in the High Court at Calcutta, is, apart from a 
general introduction tracing the revulsion in Europe from pure laisser faire and 
the growth of the practice of intervention, chiefly concerned with the legal aspects 
of the subject. Three chapters describe the extent of industrial employment, 
and the regulations governing it, with regard to children, women and men re- 
spectively. Further chapters are concerned with the special problems of employ- 
ment in mines and in industries, such as railways, docks and plantations, for 
which special regulations exist. A final section deals with workmen’s compensa- 
tion, trade union legislation, and the law regarding trade disputes.] 
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Murray (K. A. H.). Milk Consumption. Oxford: Agricultural 
Economics Research Institute, 1937. 84’. Pp. 64. 2s. 6d. 


[This valuable little survey falls into three parts. The first part is concerned 
with estimates of milk consumption in Great Britain at different dates, and with 
the factors determining the amount of household milk consumption, analysed 
under price, income, size of household, number of children, habit and taste. 
The extremely inconclusive data from which the elasticity of demand may be 
inferred are clearly marshalled, but no attempt is (or reasonably could be) made 
to estimate it. The second part deals with the results that emerged from a 
survey of the consumption of milk and milk products made in Oxford during 
the summer of 1936. Though in 264 of the 587 households the expenditure on 
food was less than 9s. per head, and in 52 less than 5s., as many as 98 per cent. 
in each case were consuming some fresh milk and butter. The average milk 
consumption of the families spending less than 5s. per head was 1-90 pints per 
week. This rose to 6-31 pints where the expenditure was between 20s. and 25s., 
and to 7-63 pints where it was over 30s. On the other hand, the larger the house- 
hold, and the larger the number of children per household, the less was the milk 
consumption per head, which suggests that the reason why milk consumption 
does not rise is to be discovered rather in the limits of income than in the satiety 
of the consumer. It is unfortunate, therefore, that Part III of the pamphlet, 
which summarises the data and conclusions, ends with a paragraph in an ap- 
parently contrary sense which, both by position and content, invites and has 
achieved quotation. It is doubly unfortunate if this paragraph, intended one 
might judge to spur producers to more active marketing methods, is to be used 
to prove that cheaper milk is not the first desideratum.] 


O’Brien (T. H.). British Experiments in Public Ownership and 
Control. London: Allen and Unwin, 1937. 9’. Pp. 304. 10s. 6d. 


[Reviewed in this issue.] 


Panpit (Y. S.). India’s Balance of Indebtedness, 1898-1913. 
London: Allen and Unwin, 1937. 9”. Pp. 210. 10s. 6d. 
[To be reviewed.] 


Pantin (V.). Britain is Pawned! London: P. 8S. King, 1937. 
7h”. Pp. +114. 5s. 

[The huge national debt and indirect taxation together raise prices, thus 
reducing the purchasing power of earned incomes and causing disequilibrium 
between saving and spending. This position can be remedied by the State 
building up an annual budgetary surplus in the form of a loan fund until it 
becomes a mortgagee, and by redistributive taxation. The following introductory 
sentence indicates the general approach of the author. ‘“‘ If we postulate that the 
total national income is divided equally between unearned income and earned 
income, then, unless production falls in consequence, every decrease in unearned 
incomes increases earned incomes.” ] 


P.E.P. Report on the British Social Services. London: P.E.P., 
1937. 10’. Pp. 210. 7s. 6d. (paper boards), 10s. 6d. (cloth). 

[To be reviewed.] 

P.E.P. Report on International Trade. London: P.E.P., 1937. 
10’. Pp. 302. 8s. 6d. (paper boards); 12s. 6d. (cloth). 

[To be reviewed.] 

PrvsneR (N.). An Enquiry into Industrial Art in England. 
Cambridge University Press, 1937. 10’. Pp. xi + 234. 16s. 

[To be reviewed.] 

Raz (P.M.). The £8. d. of National Defence. London: William 
Hodge, 1937. 7’. Pp. xvi+ 199. 6s. 


[Miss Rae’s book, to which Dr. Einzig contributes a foreword, is both an 
attempt to study the problem of national defence economy as a whole, as well as 
an emphatic statement of regret as to the present absence of any need for a word 
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in the English vocabulary, equivalent to the commonly used ‘‘ Wehrwirtschaft.”’ 
A large proportion of the book is devoted to the finance of rearmament, and to the 
effect of rearmament on interest rates, the price level and the foreign exchanges; this 
will, perhaps, owing to its amateur flavour, be unconvincing to the general public, 
for whom the book is primarily intended, and moreover, much of the argument, 
far from emphasising the special problems created by rearmament, would apply 
equally well to any increase in industrial activity. Miss Rae deplores the fact 
that private enterprise, in face of shortage in rearmament work, is still building 
flats, and the chapter on “ National Defence versus Civilian Requirements ” 
would suggest that the point of full employment had already been reached.] 


Rott (E.). Elements of Economic Theory. London: Oxford 
University Press, 1937. 8. Pp. viii + 276. 5s. 
[To be reviewed.] 


RowntTrREE (B. S.). The Human Needs of Labour. London: 
Longmans, Green, 1937. 74’. Pp. 162. 2s. 6d. 


[Reviewed in this issue.] 


Royal Institute of International Affairs. The Problem of Inter- 
national Investment. London: Oxford University Press, 1937. 
93”. Pp.x+ 371. 18s. 

[To be reviewed.] 


Smey (T. S.). Principles of Social Administration. London : 
Oxford University Press, 1937. 9’’. Pp. vii + 180. 10s. 
[To be reviewed.] 


Stoan (P.). Soviet Democracy. London: Gollancz, 1937. 7}". 
Pp. 288. 6s. 


[This book, based on the author’s own experience in the U.S.S.R. over six 
years, is too large to be judged by the standards of a pamphlet and too slender 
to be treated as a comprehensive study. Clearly and vigorously written, it sets 
out to explain the working of the Soviet system in the U.S.S.R. in a simple and 
popular style; and persuasively contends that such things as equality of oppor- 
tunity, the participation of non-professionals in the work of administration and 
the right of a worker to criticise his employer and to settle his own working con- 
ditions, which are found in the U.S.S.R., are essentials to political freedom. The 
sections on the election and instruction of Soviet delegates, the editing of a “‘ wall 
newspaper’’, and the changes introduced in the new Soviet constitution are 
particularly illuminating.] 


Smita (H.). Retail Distribution. A Critical Analysis. London : 
Oxford University Press, 1937. 9’. Pp. vi-+ 178. 7s. 6d. 
[To be reviewed. ] 


Sutco (W. B.). Recent Economic Changes in New Zealand. 
Institute of Pacific Relations, New Zealand Council : Whitcombe and 
Tombs, 1936. 9’. Pp. 164. 


[This book gives a critical, though slightly disjointed account of the develop- 
ments in New Zealand since the depression, especially the changes which are 
being made by the Labour Government now in power ‘The most important 
of these is the system of guaranteed prices for the products of the dairy industry, 
which seems to be meeting the difficulties inherent in such schemes already. 
There is an interesting statement of the effect of the present agricultural policy 
of Great Britain on New Zealand, from the New Zealand point of view; there is 
some ground for their feeling that they have been badly treated.] 


‘Trustee Savings Bank Year Book. 1937. London: Trustee 


Savings Banks Association, 1937. Pp. 231. 


[This contains a note on “The Development of the Old Savings Banks ”’ 
by Mr. Maurice Headlam, Comptroller of the National Debt Office. ] 
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VaLK (W. L.). Production, Pricing and Unemployment in the 
Static State. Haarlem. London: P.S. King, 1937. 10”. Pp. 138. 
2 fl. 

[To be reviewed.] 

WALKER (KE. R.) and Mapewick (R. B.). An Outline of Australian 
Economics. Sydney: Whitcombe and Tombs, 1937. 7’. Pp. 344. 

[This third edition of a book first published in 1931, has been revised and 
considerably enlarged. It is intended for use in schools, but its approach is 
theoretical rather than descriptive. Although it is illustrated with Australian 
a - would not necessarily preclude it from being used as an English 
text-book. 


Wyatt (T. W.). Money and the Machine Age. London: P. S. 


King, 1937. 73”. Pp. ix + 120. 2s. 6d. 

[This book, prompted by the author’s opinion that the problem of production 
is solved, and by the hypothesis that “ with money everything is easy, without 
it, everything is almost impossible,” attempts to show, by means of an examination 
of post-war monetary history, how a correct monetary policy could solve the 
problems of poverty and unemployment. The naive idealism of the author 
may be judged by the following from the summing-up : .“‘ Higher wages, higher 
salaries and more leisure, will mean higher profits, more savings and a healthier 
and fuller life for all.’’] 


Watson (J.). The Groundwork of Economic Theory. London : 
P. S. King, 1937. 83’. Pp. x+ 196. 9s. 
[To be reviewed.] 


Witson (Sir A.) and Levy (H.). Industrial Assurance. An 
Historical and Critical Study. London: Oxford University Press, 
1937. 10”. Pp. xxxiii + 519. 21s. 

[To be reviewed. ] 

American. 


Authority and the Individual. Harvard University Press (Oxford 
University Press), 1937. 83”. Pp. x-+ 371. 12s. 6d. 

[This beautifully printed volume contains sixteen addresses delivered at the 
Harvard Tercentenary Conference. Fully half of them will be of interest to 
economists, They fall into four groups. The first, concerned with the State 
and Economic Enterprise, contains addresses by Professor Wesley Mitchell, 
dealing with the Guidance of Economic Evolution, by Mr. D. H. Robertson on 
the State and Economic Fluctuations, by Professor D. B. Copland on the State 
and the Entrepreneur, by Professor W. E. Rappard of Geneva on Economic 
Nationalism. The second group, concerned with Stability and Social Change, 
consists of addresses by Professor J. H. Clapham on Conservative Factors in 
Recent British History, by Professor R. M. MacIver on the Historical Pattern 
of Social Change, by Professor C. M. Andrews on Conservative Factors in Early 
Colonial History, and by Professor J. Dewey on Authority and Social Change. 
The third group, concerned with the Place and Functions of Authority, includes 
Professor E. 8. Corwen on the Constitution as Instrument and Symbol, Professor 
H. Kelsen on Centralisation and Decentralisation and Professor C. Gini, of the 
University of Rome, on Authority and the Individual during the different stages 
of the Evolution of Nations.] 


BrrnueErM (A. L.) (Ed.). How Profitable is Big Business? New 
York: Twentieth Century Fund, Inc., 1937. 8’. Pp. xviii + 201. 
$2.00. 

[To be reviewed.] 

Bioom (H.I.).. The Economic Activities of the Jews of Amsterdam 
in the Seventeenth and Eighteenth Centuries. Williamsport, Penna. : 
The Bayard Press, 1937. 10’. Pp. xviii + 332. $4.00 (paper). 

[To be reviewed.] 
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Bonsricut (J. C.). The Valuation of Property. A Treatise on 
the Appraisal of Property for Different Legal Purposes. Volume 
I, Volume II. London: McGraw-Hill, 1937. 9”. Pp. xx + xi + 
1271. 


[Prof. Bonbright has added another important work to the studies which are 
emanating from Columbia University of the midway ground between law and 
economics, The object of the present exhaustive treatise is to analyse from an 
economic point of view the various conceptions of value which the courts in the 
United States have employed in deciding questions relating to property, and to 
consider how far all or any of them may be considered satisfactory. The author 
brings an acute and critical mind to bear on the vast mass of material which he 
has accumulated, with the result that his study is not a mere assemblage of data 
but a coherent enquiry leading to important conclusions, He demonstrates 
clearly that there neither is nor should be a single concept of value for legal 
purposes, but that on the contrary each particular purpose should determine both 
the concept and the method of application. It is greatly to be hoped that British 
economists will acquaint themselves with significant work of this kind which is 
appearing in the United States, as there is a rich and untilled field awaiting 
cultivation on similar lines in this country.] 


BRUNNER (E. de 8.) and Lorae (I.).. Rural Trends in Depression 
Years. A Survey of Village-centred Agricultural Communities 1930- 
1936. New York: Columbia University Press (Oxford University 
Press), 1937. 9’. Pp. xvi-+ 387. 16s. 6d. - 


[This is a careful and detailed study of changes in rural social life in the United 
States, based upon an intensive survey of 140 village-centred agricultural com- 
munities. These particular centres have been surveyed three times, firstly in 
1923-4, secondly in 1929, and finally in 1936. Chapters deal, amongst other 
issues, with population changes, business activity, education both of children 
and adults, social organisation, health, relief, religion. A final chapter urges 
that the problems of the agricultural community are wider than those comprised 
in the mechanics and economics of farming.] 


CassELs (J. M.). A Study of Fluid Milk Prices. Harvard Uni- 
versity Press (Oxford University Press), 1937. 9. Pp. xxvii + 303. 
17s. 


[Reviewed in this issue. ] 


Do.uaRD (J.). Caste and Class in a Southern Town. Institute 
of Human Relations, Yale University Press (Oxford University Press), 
1937. 9”. Pp. 502. 16s. 


(This is a study of the class structure of a small town in the cotton-growing 
South, with a population of something over 2500, more than half of which is black. 
The methods used by the investigator resemble those of the anthropological field- 
worker, He worked, apparently, alone, mixing freely with all types, observing 
and conversing, but not using direct questions. He noted behaviour, opinions 
and sentiments. In addition, he collected life-stories from a few negroes, even 
recording some of their dreams. The result is a book containing some straight 
description of social and economic structure, but devoted mainly to the inter- 
pretation of attitudes and motives and to the narration of incidents which serve 
to illustrate the interpretations. The topics dealt with include the attitude of 
the South to the North, the co-existence of caste division between black and white 
with class divisions within each caste, the economic, sexual and prestige advantages 
of the white caste, the effect of the caste system on religion, politics and education, 
the adjustments of external behaviour and of beliefs and valuations to the caste 
situation, and the forms and limitations of aggression on each side of the caste 
barrier. Stress is laid on the sex code as pivotal in caste relations and on the 
white fear of black aggression. It is pointed out that caste operates to prevent 
class conflict, possibly by transferring the field of conflict to relations within the 
easte. The picture is vivid, but the interpretations are speculative. The 
methods of anthropological field-work are not, as anthropologists generally 
recognise, capable of yielding solutions to such psychological problems. } 
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The Economics of Isolation. The American Academy of Political 
and Social Science. Philadelphia, 1937. Pp. 54. 50 c. (paper). 
[A Reprint from the Manchester Guardian Commercial of a series of twenty- 


one short articles, dealing with the tendency towards increased economic isolation, 
that has shown itself, to a greater or lesser extent, in a large number of countries. } 


Epre (L. D.). Easy Money: A Study of Low Interest Rates, 
Their Bearing on the Outlook for the Gold Standard and on the 
Problem of Curbing a Boom. Yale University Press (Oxford Uni- 
versity Press), 1937. 8’. Pp. 183. 8s. 6d. 

[To be reviewed.] 


Harris (S. E.). Exchange Depreciation. Harvard University 
Press, Harvard Economic Studies, 1936, $5.00. 


[To be reviewed.] 


Hoover (E. M.), Jr. Location Theory and the Shoe and Leather 
Industries. Cambridge, Mass.: Harvard University Press (Oxford 
University Press), 1937. 9’. Pp. xvii + 323. 15s. 

[To be reviewed.] 


Jones (F. M.). Middlemen in the Domestic Trade of the United 
States. 1800-1860. University of [Illinois Press, Urbana, 1937. 
103”. Pp. 81. $1.00 (paper). 

[This study covers wholesalers, jobbers, factors, selling agents, brokers, 
auctions, retailers, public markets and peddlers, and shows : how they operated, 
how their methods of operation changed, what caused these changes, and how the 
various middlemen were regulated by governmental authority. As the develop- 
ment of middlemen in the textile industry was ahead of, though similar to, that 
in other industries, particular attention is here devoted to it.] 


Kwnowtrton (C.). Fruits of Philosophy. Mount Vernon: Peter 
Pauper Press, 1937. 9’. Pp. 107. 


[This is a beautifully produced reprint of one of the few books of which it 
can truthfully be said that they were epoch-making. For it was this book, and 
the prosecution in which it involved Charles Bradlaugh and Annie Besant, that 
ushered in the epoch of birth-control. The present edition contains an excellent 
introductory notice by Professor N. E. Himes, and a final note by Dr. R. L. 
Dickinson, entitled ‘‘ Medical Emendations,’’ which relates Knowlton’s essay 
to modern knowledge. ] 


MackeEnziE (F.) (Ed.). Planned Society: Yesterday, To-day, 
To-morrow. New York: Prentice-Hall, 1937. 9”. Pp. xxvii + 989. 
$5.00. 


(This great volume is in all characteristics, save that of a dedication, a } 
Fesischrift, and it possesses many of the virtues and most of the defects of such a 
volume. It is a symposium by thirty-five economists, sociologists, and statesmen ] 
of their views on a planned society. Some of the contributions, including Pro- 
fessor Wesley Mitchell’s address to the American Association for the Advance- 
ment of Science and Professor Cassel’s to the Cobden Memorial Association, as 
well as essays by Mussolini (from the Enciclopedia Italiana) and Stalin, have Y 
appeared elsewhere. But the majority have been written for this volume. ‘ 
They are co-ordinated by short prefatory notes by the Editor, who has written 
also a general introduction. As in all such volumes, the individual articles 


differ greatly in quality. While some are admirable, both in form and content, I 
too many are superficial, if only because of the dictates of brevity. But what n 
a critical reader will most miss is any clear underlying concept of the end and a 


of the planning envisaged. Is it to eliminate frictions? To remedy 
the defects of the trade cycle? To prevent conflicts of private and public 
advantage? To restore the qualities of a world of perfect competition in a world s 
of increasing monopoly? ‘To make provision for some better criterion of action T 
than is afforded by effective monetary demand? As might be expected, the 
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authors themselves diverge widely in their interpretations, and the available 
definitions are too indefinite to clear a reader’s mind. As a result, though the 
book is valuable in detail, on a large scale it will add little to our comprehension 
of this much-discussed topic. ] 

MaxweELt (J. A.). Federal Subsidies to the Provincial Govern- 
ments in Canada. Harvard Economic Studies 56. Cambridge, 
Mass.: Harvard University Press (Oxford University Press), 1937. 
84’. Pp. xi + 284. 12s. 6d. 

[To be reviewed.] 


MircHELL (WESLEY C.). The Backward Art of Spending Money 
and other Essays. London: McGraw-Hill, 1937. 9’. Pp. 421. 
18s. 

[Reviewed in this issue.] 

National Bureau of Economic Research. Volume I. A Program 
of Financial Research. Volume II. Inventory of Current Research 
on Financial Problems. New York: National Bureau of Economic 
Research (London: Macmillan), 1937. 9”. Pp. x + 81 and 253. 
48. 6d. each. 

[The Bureau appointed in July 1936, a committee to consider the problems 
in financial research which urgently required investigation. The first of these 
two volumes contains the recommended programme of work, and certain 
tentatively drafted projects. The second volume is an inventory of current 
research that is being conducted into financial problems. It is sufficiently 
detailed to be useful as a work of reference. ] 

OakEs (E. E.). Studies in Massachusetts Town Finance. Harvard 
Economic Studies 57. Cambridge, Mass.: Harvard University Press 
(Oxford University Press), 1937. 9’. Pp. 237. 10s. 6d. 

[To be reviewed. ] 


Patyt (M.). The Chicago Credit Market. Organization and 
Institutional Structure. Chicago: The University of Chicago Press 
(Cambridge University Press), 1937. 8’. Pp. xvi + 448. 18s. 

[To be reviewed. ] 


Puiuuies (C. A.), McManus (T. F.) and Netson (R. W.). Banking 
and the Business Cycle. A Study of the Great Depression in the 
United States. New York: The Macmillan Company, 1937. 8}”. 
Pp. xiv + 274. 10s. 6d. 

[To be reviewed. ] 


RipsBieE (F. D. G.). State and National Power over Commerce. 
New York: Columbia University Press (Oxford University Press), 
1937. 9’. Pp. xii + 266. 15s. 

[To, be reviewed. ]} 


SakoLskI (A. M.) and Hocu (M. L.). American Economic Develop: 
ment. New York: Thomas Nelson, 1936. 8’. Pp. xii + 448. 
$3.00. 

fAn elementary account developed by not very closely integrated topics. 
In spite of Chapter I, on ‘‘ The Economic Interpretation of History,” the treat- 
ment of each topic is a narrative rather than an analysis. It constitutes a useful 
and straightforward text-book for beginners’ classes. ] 


ScHNEIDER (M. G.) and Twentieth Century Fund, Inc. More 
Security for Old Age: A Report and a Program. New York: 
Twentieth Century Fund, Inc., 1937. 8”. Pp. xiii+ 191. $1.75. 


[To be reviewed.] 
No. 187.—voL. XLvu. ss 
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TEPER (L.). The Women’s Garment Industry. New York: 
International Ladies’ Garment Workers’ Union, 1937. Pp. 40. 


{An interesting little pamphlet dealing with the women’s garment industry 
and the International Ladies’ Garment Workers’ Union. This Union succeeded, 
in the early twenties, in introducing into the Cleveland market a plan whereby 
workers were compensated from a fund subscribed to by employers, if they had 
less than forty weeks employment annually. ] 


Twentieth-Century Fund, Inc. Facing the Tax Problem. A 
Survey of Taxation in the United States and a Program for the Future. 
New York: Twentieth-Century Fund, 1937. 9”. Pp. xxiii + 606. 
$3.00. 


(This book is, firstly, a straightforward account, intelligible to the general 
reader, of present federal, state, and local taxation in the United States. Secondly, 
the merits and demerits of such multiple taxation, as a whole, and as regards all 
of the more important particular forms of tax, are discussed in simple language 
by three Research Directors on the basis of the findings of fact by their Research 
Staff of seventeen persons; to their general conclusions is appended a series of 
specific recommendations forreform. Thirdly, and finally, the Special Committee, 
under whose egis the book was planned, contribute their joint view of the major 
tax problems confronting American governments to-day, and in turn make con- 
crete suggestions towards their solution. Since, apart from Professor R. M. 
Haig, of Columbia University, the Committee is composed of men prominent in 
the Law, in Administration, and in Industry, non-academic opinion is represented 
as well as that of high academic authorities on public finance including Professor 
Haig and the Research Directors. The book is clear, sovnd, cautious, constructive 
—a public-spirited effort to turn American popular interest to important fiscal 
questions, and to guide it along enlightened lines. ] 


VinER (J.). Studies in the Theory of International Trade. London : 
Allen and Unwin, 1937. 9”. Pp. xv + 650. 18s. 


[Reviewed in this issue.] 


WuitTLEsEY (C. R.). International Monetary Issues. New York : 
McGraw-Hill, 1937. 8”. Pp. 252. 15s. 
[To be reviewed.] 


French 


Grinie (F.). Le Circuit économique. Libéralisme ou Autarchie. 
Paris: Payot, 1937. 9”. Pp. 398. 40/fr. 


[This is a translation of a German book which was published and went un- 
noticed in 1933. The author is an engineer, apparently without any detailed 
economic training, and the volume is an analysis of trade depression with special 
reference to debt and reparations. Entirely devoid of eccentricities, Dr. Griinig’s 
discussion makes original and interesting contributions to common-sense 
arithmetical economics. There is a rather excited political preface by M. Paul 
Reynaud.] 


Movrre (B.). Les Fluctuations de l’Activité économique. Les 
Périodes de longue Durée et les Crises. Paris: Felix Alcan, 1936. 
9”, Pp. 252. 


[The book is mainly an account of the characteristics of various crises since 
1825. It has a good deal of interesting material, especially in regard to interest 
rates, and has also analytical intentions. Much reliance is placed on fluctuations 
in the relation between ‘‘ money in reserve’ and ‘‘ money in circulation,’’ the 
former including both banks’ and individuals’ cash holdings (p. 106). The 
author states categorically, however (p. 10), that changes in the velocity of 
circulation are in no way comparable to expansions in the volume of money, and 
can have no effect on the price level. This and other similar contradictions are 
doubtless capable of being resolved, but no attempt is made to resolve them. In 
a long discussion in which one explanation after another is dismissed, the crisis 
of 1929 is attributed entirely to Government interference in the wheat market, 
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the argument apparently being that a fall in the price of wheat must lead to a 
fall in the price of other things also, owing to the decline in the purchasing power 
of the farmer. The British departure from gold is condemned as a shameful 
violation of the laws of supply and demand, but the abandonment of gold by the 
United States is praised as a wise and sensible move (pp. 140-146). The rest of 
the New Deal, however, is less to the author’s liking. In a chapter on business 
forecasting he wishes to see the use of the Harvard business indices revived. The 
book is conspicuous neither for good reasoning nor for balanced conclusions. } 


ZIMMERMANN (A.). La Réadaptation économique de la Sarre & 
l Allemagne (1935-1936). Paris: Sirey, 1937. 10’. Pp. 226. 30/fr. 
[To be reviewed.] 


Dutch 


Jone (A. M. ps). Internationale Handel en Handelspolitiek. 
The Hague: Martinus Nijhoff, 1937. 10’. Pp. xi-+ 192. Gld. 2.40 


(paper). 

(The author is a convinced free trader. He discusses the absurdities of modern 
mercantilism, however, with an absence of passion which one can only admire. 
After a sketch of the doctrine of comparative costs, and a couple of chapters on 
balance of payments equilibrium, he turns to his main subject: the arguments 
advanced for protection, the technique of commercial policy, and the trade agree- 
ment as a device for freeing trade. The middle sections of the book, in fact, are 
best described as a shorter Dutch version of Tariffs: the Case Hxamined, Mr. 
de Jong, however, comes nearer to being fair to the theorectical case which can be 
made out for tariffs as a short run measure of trade-cycle policy on the part of a 
single country. Though when he claims that in practice such measures not only 
harm everybody else, but even in the long run the country adopting them, many 
of his readers will find themselves in entire agreement. The author prefers tariffs 
to quotas, on the ground that the former at least allow the price system to go on 
functioning, even if in a rather atrophied manner. On the whole, he is in favour 
of the retention of the most-favoured-nation clause, and is sceptical of the claim 
that bilateral agreements really do make for freer trade. The chapters on com- 
mercial policy would have been even more valuable had they been illustrated by 
a larger number of examples drawn from the actual practice of different nations. | 


German 


Fost (K.). Geldschépfung und Wirtschaftskreislauf. Munich : 
Duncker und Humblot, 1937. 93”. Pp. xi + 408. Rm. 12. 
[To be reviewed.] 


Gin (C.). Die Probleme der internationalen Bevélkerungs-und 
Rohstoffverteilung. Jena: Gustav Fischer, 1937. 94”. Pp. 28. 


[A lecture by the Director of the Statistical Institute in the University of 
Rome, delivered to the Kiel Institute of World Trade. Prof. Gini explains the 
necessity of colonies for large and progressive ‘‘have-not’’ nations. He demon- 
strates the existence of effective trade preference between mother country and 
colony by employing an ingenious statistical method giving a quantitative measure 
of preference. He proves that even with non-preferential tariffs preference 
develops to a considerable degree. The second argument for colonies lies in long- 
period, not short-period, migration. Lastly he claims a cultural mission for 
colonisation even if it does not pay.] 


Granam (F. D.). Die Stabilisierung der wirtschaftlichen Ent- 
wicklung. Jena: Fischer, 1937. Pp. 23. 


[A lecture by Prof. Graham, of Princeton University, delivered to the Kiel 
Institute of World Trade. He suggests that, in order to preserve full employ- 
ment, the Government should be prepared to buy durable goods at fixed prices 
during the depression. This policy would restore confidence, save firms from 
bankruptcy, and stabilise the general price level; hence it would eliminate the 
major causes for the falling-off of effective demand and investment. ] 
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Heyer (F.). Das Neue England. Volkswohlfahrt und Volks- 
wirtschaft im Umbau. Jena: Fischer, 1936. 94”. Pp. 272. Rm. 10. 


[A thorough description and account of the institutions and the social life of 
post-war England.] 


Lorentz (S.). Die Entstehung des Unternehmergewinnes. Ber- 
lin: Osterreichischer Wirtschaftsverlag, Payer, 1937. 94”. Pp. 
216. Rm. 7.50. 

(The author, who has previously published some works on accounting, 
elaborates a theory of profit. At first he is concerned with the inadequacy of 
the surplus-value theory as an explanation of profit. He then proceeds to 
expound and demonstrate, with numerous examples, charts, and diagrams, that 
profits result from the scarcity of factors which capitalists and entrepreneurs 
provide; and that, further, the relative urgency of demand is the source of scarcity. 
Finally he surveys various psychological and sociological causes for the existing 
urgency and scarcity of the factors. ] 


Lukas (E.). Aufgaben des Geldes. Stuttgart: W. Kohlhammer, 
1937. 94”. Pp. xix + 657. 
[To be reviewed.] 


OErHLANDT (E.). Deutsche Industriearbeiterinnen-Léhne 1928- 
1935. Rostock: Hinstorffs, 1937. 9”. Pp. x + 108. 


[A doctoral dissertation containing statistics of women’s wages in Germany 
and an analysis of their determinants. ] 


SaverMAnn (H.). Die Gestalt des Unternehmers. Berlin : 
Junker und Dunnhaupt, 1937. 9”. Pp. xi + 400. Rm. 14 (cloth). 

[This bock, on the nature of the entrepreneur, by a junior lecturer in 
economics, is philosophic rather than economic in approach. The author is not 
acquainted with English and American literature on the subject, and he does 
not give much thought to the modern analysis which is available in German. It 
includes, however, various discussions on the history of economic doctrine, 
which might be interesting to workers in that field. ] 


Wenpt (S.). Grenzen des zwischenstaatlichen Kreditverkehres. 
Ein Beitrag zur Lésung des Weltschuldenproblems. Berlin: Junker 
und Diinnhaupt, 1937. Pp. 44. 

[This pamphlet, on the limitations of international credit movements, is 
written by a junior lecturer in Heidelberg University. After the usual account 
of transfer difficulties, the author argues that productive investment by internal 
credit expansion is good, but foreign credit bad, because the latter, having sprung 
from alien blood and soil, cannot fit into the harmony of domestic forces. He 
concludes by pointing to the consistency of German policy in refusing to use 
foreign credit for building up a National Socialist Economy. Finally he pleads 
for the cancellation of all Germany’s foreign debts. ] 


ZizEK (F.). Wie statistische Zahlen entstehen. Die entscheid- 
enden methodischen Vorgiinge. Leipzig: Hans Buske, 1937. 9”. 
Pp. iii +- 151. Rm. 4.50. 


[An elementary text-book on the non-mathematical prolegomena to statistics, 
by the Professor of Statistics in the University of Frankfurt. ] 


Austrian 


Krisona (V. S.). Goldverteilung und Giiterpreise. Vienna : 
Deuticke, 1937. 10”. Pp. 124. Rm. 5. 


[To be reviewed. ] 
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R6rKE (W.). Die Lehre von der Wirtschaft. Vienna: Julius 
Springer, 1937. 84”. Pp. 195. Rm. 5.70. 

[A textbook of general economics which Prof. Répke wrote in order to fill a 
gap which he discovered when he was a student. It is of moderate size and easy 
to read; more precise formulations and technical points are put into appendices 
at the end of each chapter. True to his Vienna tradition, Prof. Répke is 
optimistic about the healing forces of competition, and he ends with a plea for 
ordered freedom. ] 


WaGnerR (V. F.). Geschichte der Kreditiheorien. Vienna: 
Julius Springer, 1937. 93”. Pp. xvi + 521. Rm. 22.50. 


[To be reviewed.] 


Polish 


WILDER (J. A.). The Economic Decline of East Prussia. Gydnia : 
The Baltic Institute, 1937. 7”. Pp. 112 (paper). 


[An historical study covering the period from the first partition of Poland to 
the present day.] 


Italian 


ALBERTI (M.). La guerra delle monete. Como: Cavalleri, 1937. 
8”. Pp. 308. 101. 


Aumentr (C.). La questione petrolifera italiana. Torino : 
Einaudi, 1937. 8}”. Pp. 279. 151. 


Banpini (M.). Agricolturae crisi. Firenze: Barbera, 1927. 10’. 
Pp. 265. 251. 


Capriati (A.). Fisiologia e Patologia Economica negli scambi della 
ricchezza fra gli Stati. Turin: Giappichelli, 1937. 10’. Pp. 671. 
70 lire. 


[To be reviewed. ] 


Dieci anni di Economia fascista : 1926-1935. La formazione dell’ 
Economia corporativa. Annali di Economia, Volume XII: Padova. 
Pp. 577. 


[To be reviewed.] 


L’economia italiana nel 1936. (Estratto dalla Rivista internazion- 
ale di scienze sociali.) Milano: Vita e pensiero, 1937. 10’. Pp. 309. 
151. 


[To be reviewed. ] 


International Institute of Agriculture. Studies of the Principal 
Agricultural Products on the World Market. No. 1. World Cotton 
Production and Trade. Rome, 1936. 10”. Pp. xii + 462 (maps). 
30 lire. 


[This valuable survey is divided into four parts. In Part I, ‘‘ The Geography 
of Cotton Production,” individual cotton-growing regions are classified and con- 
sidered climatically. Part II deals with ‘* Conditions of Cotton Marketing and 
Movements of Cotton Prices.’? Part III, ‘‘ The Evolution of World Cotton 
Trade,’’ deals in particular with the world cotton situation in the crisis years, 
and with the permanent commercial policy of the United States as well as with 
the A.A.A. Part IV covers aspects of the cotton industry in nine separate 
countries. At the end of the volume are a number of folded maps and diagrams. | 


VERONESE (G.). Contributo allo studio della vischiosita dei prezzi 
delle merci. Roma: “ Commercio,” 1937. 8}”. Pp. 125. 101. 
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Chinese 


Fone (H. D.). The Growth and Decline of Rural Industrial 
Enterprise in North China. Tientsin: Chihli Press, 1936. The 
Nankai Institute of Economics, Bulletin No. 8. 103”. Pp. 83. 
US. 75 ¢. 

Fone (H. D.). Industrial Capital in China. Tientsin: Chihli 
Press, 1936. The Nankai Institute of Economics, Bulletin No. 9. 
103”. Pp. 68. US. 75c. 

Fone (H. D.). Industrial Organization in China. Tientsin : 
Chihli Press, 1937. The Nankai Institute of Economics, Bulletin No. 
10. 10”. Pp. 88. U.S. 


Official 
BrirTisH. 

Report of the Import Duties Advisory Committee on the 
Present Position and Future Development of the Iron and Steel 
Industry. London: H.M. Stationery Office, 1937. 93”. Pp. 
117. 2s. 

[To be reviewed. ] 


Annual Report of the Chief Inspector of Factories and Work- 
shops for the Year 1936. London: H.M. Stationery Office, 1937. 
94”. Pp. 107. 2s. 

Permanent Consultative Committee of Official Statistics. 
Guide to Current Official Statistics of the United Kingdom. 
Volume Fifteen. 1936. London: H.M. Stationery Office, 1937. 
93”. Pp. 404. Is. 

Report of the Chief Registrar of Friendly Societies for the 
Year 1936. Part 5. Building Societies. London: H.M. 
Stationery Office, 1937. 13”. Pp. 47. 2s. 6d. 


The Colonial Office. Customs Tariffs of the Colonial Empire. 
Part I. Africa. London: H.M. Stationery Office, 1937. 93”. 
Pp. 194. 3s. 

Quarterly Summary of Australian Statistics. December, 
1936. Commonwealth Bureau of Census and Statistics, Canberra. 
1937. Pp. 92. 

Western Australia. Statistical View of One Hundred and 
Seven Years’ Progress in Western Australia, 1829 to 1935-36. 
Perth: F. W. Simpson, Government Printer, 1937. Pp. 9. 

Western Australia. Statistical Register for the Year 1935-36 
and Previous Years. Parts II and III. Public Finance and 
Accumulation. Part IV. Interchange, 1935-36. Part IV. 
Industrial Establishments (exclusive of Mines), etc. Perth: 
F. W. Simpson, Government Printer, 1937. Pp. 21, 139, 40. 

Labour Office, Government of Bombay. General Wage 
Census. Part I—Perennial Factories, Third Report. Bombay : 
Government Central Press, 1937. 9}”. Pp. 265. As. 12. 

SHEPHARD (C. Y.). The Cacao Industry of Trinidad. Some 
Economic Aspects. SeriesII. SeriesIII. SeriesIV. Trinidad : 
Government Printing Office, 1937. 11”. Pp. 70, 60. 


[Series II, which is a separate volume, is a financial survey of estates during 
the seven years 1923-24 to 1929-30, and includes some 20 pages of maps and 
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diagrams. Series III and Series IV are bound together, the title of the former 
being ‘‘ An Examination of the Effects of Soil Type and Age on Yield”’ and of the 
latter ‘‘ Recommendations for Improving the Efficiency of Estates.’’ Part IIT 
includes twenty-five maps showing the yield of individual pickets. } 


AMERICAN. 
United States Department of Labor. Bureau of Labor 
Statistics. Wages, Hours, and Working Conditions in the Bread- 
Baking Industry, 1934. J. Pertman. Washington: Govern- 
ment Printing Office, 1937. Pp. viii + 143. 20c. 


(The purpose of this detailed survey, which is the third of a series made by 
the Bureau of Labor Statistics in the bread-making industry, is to show the 
effect of the Re-employment Agreement and the N.R.A. code upon wages, hours 
and working conditions of labour.] 


United States Department of Labor. Bureau of Labor 
Statistics. Changes in Retail Prices of Gas, 1923-36. Washing- 
ton: United States Government Printing Office, 1937. 9”. 
Pp. v + 52. 10c. 


[As gas is an important item in the cost of living of wage-earners’ families, the 
Bureau of Labor Statistics has been collecting data on the price of gas at retail 
for many years. It was not, however, until 1935 that a method of computing 
prices of gas for residential use, upon identical heat requirements, was devised 
and introduced. By the use of this method, indexes of price changes have been 
computed for each of 50 cities.] 


United States Department of Labor. Bureau of Labor 
Statistics. Labor Laws and Their Administration. Washington : 
Government Printing Office, 1936. 9”. Pp. xii-+ 196. 20¢c. 


[The Proceedings of the Twenty-First Convention of the International 
Association of Governmental Labor Officials, October 1935. ] 


United States Department of Labor, Bureau of Labor 
Statistics. Growth of Legal-Aid Work in the United States : 
R. H. Smirg. J. S. Brapway. Washington: Government 
Printing Office, 1936. 9”. Pp. vii + 223. 20c. 

[This study of the administration of justice as it affects the wage-earner and 
of the agencies designed to improve his position before the law, is a revision of 
the first edition published in 1926. The work that has hitherto been carried out 
makes it clear that legal-sid societies, publicly or privately sponsored, are the 
best hope for the solution of the problem. In 1933 such societies dealt with over 
300,000 clients. ] 


JAPANESE. 
The Thirty-Sixth Financial and Economic Annual of Japan, 
1936. Tokyo: Government Printing Office, 1937. Pp. 288. 
Yen 2.00. 


LEAGuE OF NATIONS. 

Statistical Year-Book of the League of Nations. Geneva: 
Allen and Unwin, 1937. 10”. Pp. 330. 10s. (paper). 12s. 6d. 
(cloth). 

HABERLER (G. von). Prosperity and Depression. League of 
Nations: Geneva (London: Allen and Unwin), 1937. 93”. 
Pp. xv + 363. 7s. 6d. 

[To be reviewed.] 


League of Nations. Review of World Trade. London: 
Allen and Unwin, 1937. 103”. Pp. 91. 2s. 6d. 
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